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sleepingcar companies and car line companies. Tax 2.99

Dairy investment credit.

Tax 2.01 Residence.

Individuals claiming a change of

2. A credit against the tax imposed by that state on the per

residencei.e., domicile, from Wéconsin to another state shall filesonalserviceincome equal to the Mtonsin tax on the personal
form 1-827, “Residence Questionnaire”, or the“Residence Queserviceincome.

tionnaire”which is a part of the INPR income tax form, with the (b) under s. 71.64 (8), Stats., d3abnsin employeof a non

Wisconsindepartment of revenue by attaching it to theisan-

residentindividual residing in a state with whichi¥¢onsin has

sinincome tax return for the year they claim to have changed regieciprocity agreement under sub. (4) need not withiddon-

dence,and shall furnish other information the departmmiaty

require.

Note: Form 1-827 or form INPR may be obtained from the Department of Reve
nue at 4638 Universitfvenue, Madison, or from any other Department of Revenue

sin incometax from personal service income earned iis&nsin

by the nonresident.

(4) AGREEMENTSWITH OTHERSTATES. (@) Wsconsin hagor-

office locatedthroughout the state, or by mail request tisathsin Department of mal reciprocity agreements with:

RevenuePO. Box 8903, Madison, WI 53708.
Note: Section ax 2.01 interprets s. 71.02, Stats.

History: 1-2-56; r(1); renum. (2) to be (1); renum. (3) to be (2) and am., Registé‘=961-

September1964, No. 105, &f10-1-64; am. RegisteFebruary1975, No. 230eff. 2
3-1-75;. (1), renum(2) and am., Registeduly, 1987, No. 379, &f8-1-87; am. :
RegisterFebruary 1990, No. 410, &f3-1-90.

thereciprocity agreements betweensdbnsin and other states.

1971.

1. Kentucky for the years beginningn and after January 1,

lllinois, for the years beginning on and after January 1,

) ) ) ) ) 3. Michigan, for income earned after October 1, 1967 and
Tax 2.02 Reciprocity. (1) PurpPosk. This sectiorexplains yearsbeginning on and after January 1, 1968.

(2) DeriNnimions. The following definitionspertain only to 1968,

Wisconsin. Definitions of the same terms in other states may vary
In this section:

4. Minnesota, for the years beginning on and after January 1,

(b) Wisconsin practices reciprocity with Indiana, since prior
to 1960, on the basis of an informal agreement and acquiescence

(a) “Personal service income” means all salaries, wages, Cojy Wisconsin and Indiana.

missionsand fees earned by an employee and all commisaiths
feesearned by self-employed person in the conduct of a profe
sion or vocation.
income derivedfrom activities involving the substantial use o
capitalor labor of others.

State.

earnedby a nonresident individual for performing personat ser

Personal service income does not inclu

(5) EFFeCT OF RECIPROCITY. (&) Personal service income
cludedunder reciprocity agreements is taxed by an emplsyee’
tateof residence rather than lyp employes' state of employ
ment. Wisconsin will not tax personal service income earned in
- i ... . Wisconsin by residents of states with whicks®énsin has ree€i
(b) “Resident” means a natural person who is domiciled in t'"b?ocity, and those states may not tparsonal service income

which a Wsconsin resident earns in those states, except as
(3) WisconsiNLAw. (a) Under s. 71.05 (2), Stats., incomelescribedn subs. (6), (7), (8) and (9).

; h A k . (b) For personal service income included uneiprocity
vices in Wisconsin shall be excluded fromisonsin gross 4greementsan employer need only withhold income tax thue
incometo the extent the individual'state ofesidence imposes angiateof residence of an employee.
incometax on the personal service income, if shate of resi ) .

(c) Federal law regulates withholding evages earned by

denceallows either of the following: - - At

1 A simil lusion f | L d employeesengaged in interstate transportation activities.
Nt simi ar.e_xc U_S|0n_ or pe'rsona} Sel’VIC_e m(_:ome eab}e Note: Additional information on withholding on wages earned by employees
individualsdomiciled in Wsconsin while working in that state. engagedn interstate transportation activitiesay be obtained by writing to ig¢on-
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sin Department of Revenue, Compliance Burea®. Box 8902, Madison, Wl file form W-220, “NonresidenEmployees Wthholding Reci
53708.  procity Declaration,” with their Méconsin employers tde
(6) PROVISIONS OF AGREEMENTWITH ILLINOIS. (&) The reei exemptfrom withholding of Wsconsin income taxes. Upon
procity agreement with lllinois is limited to “wages, salaries, €0onteceiptof this form, Wsconsin employers may not withhdMs-
missions,and any other form of remuneration paid to employeggnsinincome tax from Wéconsin personal service income of the
for personal services.” Howeveahe agreement does rmttend employee.
to fees of lawyers, accountants and other self-employed persong,y ‘persons who are residents of Minnesota employedsn W
deriving personal servicencome, to lottery winnings, or to per ¢onsin shall file form W-222, “Statement of Minnesota Resi
sonsidentified in pars. (c) and (d). dency,”with their Wsconsin employers to be exempt from with
(b) The lllinois Income ax Act, Article 15, section 1501 (a) holding of Wisconsin income taxeszorm W-222 should be filed
(20), defines aesident a%an individual (i) who is in this State for within 30 days of beginning employment iriddbnsin, changing
otherthan a temporary or transitory purpose during the taxablg a new employer in Wconsin, or establishing Minnesota resi
year; or (i) who is domiciled in this State but is abseotifrthe dencywhile continuing to work in \liconsin. Upon receipt of
Statefor a temporary or transitory purpose during the taxablehis form, Wsconsin employers may not withholdis&onsin
year.” Because of the diérences in the definition of resident forincome tax from Wsconsin personal service income of the
lllinois and Wsconsin purposes, a persgomiciled in Wsconsin  employee. To continue the exemption from year to yeanew
may simultaneously be a resident of lllinois, operson may be form W-222 is required to be filed by January 31 of each year
domiciled in lllinois but not be a resident of lllinois. (c) The reciprocity exclusion does not apply tes¥8nsin lot

Example: A person is domiciled in Wtonsin and takes a job in lllinois. The-per tery winnings of nonresident persons.

sondoes not intend to give up his or heis@bnsin domicile, but instead intends to .
return to Wisconsin once his or her job in lllinois is completed, in 2 to 3 years. (11) PROCEDUREFOR WISCONSIN RESIDENTS. (a) Wsconsin

Assumethat lllinois considers the perssrstay in lllinois as othehan temporary or  residenteemployed ima state with which Wgconsin has reciprec
trfa\r;\;itory. Th%refore, th';e pers%n isa rtlels&dent olf Iclilinois. The person is also a resiqwt shall file form 1-ES. “Wisconsin Estimated ak \Voucher.”
of Wisconsin because he or she is still domiciled isdodhsin. - . ! : : !

Note: The term “temporary or transitory” as used in the definition of an IIIinoiéNlth the Wsconsm.department Of, revenue if their out (,)f state
residentset forth in sub. (6) (b) is not defined in either Illinois law or regulationg€mployersdo not withhold Visconsin income tax from their per
Thereforewhether or not the purpose for which an individual is in, or is absent frogonal service income and if they will have disidgnt Wisconsin
lllinois is temporary or transitory in character depends upon the facts and«:irCLtraX Iiability to be required to make payments of estimated tax

stance®f each particular case. (b) Wi . ident h thei | ith
c) The reciprocity agreement with lllinois does not apply tg _8) YMSCONSIn resigents may have their employers cease wi
©) procty ag bRy ﬂoldlng the otherstates income tax from their personal service

any form of compensation described in pé) paid on or after incomeand may claim a refund from that state if income taxes are
Januaryl, 1974 to any individual who, at the time of payment, withheld from their personal service income after thieafve

simultaneousha resident of lllinoisand a domiciliary of iécon- dateof ; o ¢
sin. All income of this person is taxable byséonsin. However Y31€0T & reciprocity agreement.

a credit against Wconsin income tax may be claimed for income () Wisconsin residentsarning personal service income in
tax paid to lllinois. stateswhere it is taxable by the other state may claim a credit on

their Wisconsin income tax returns for net income taxes paid to

(d) An individual who is domiciled in lllinois but is not a resi thesestates.

dentof lllinais is subject to the Wconsin income tax on income Note: Refer to s. @x 2.955 for information on the credit for tax paid to other states.

eamedn Wisconsin. ) (12) DELINQUENT TAXES. Reciprocity agreements do not
(7) PROVISIONSOFAGREEMENTWITH MICHIGAN. The recipro€  affect the withholdingof delinquent Wisconsin income taxes,

ity agreement with Michigan is limited to income from “person@hterest,penalties and costs under s. 71.91 (7), Stats.
servicesincluding salaries, wages oommissions.” The agree  note: Forms 1-ES, W-220 and W-222 and their instructions may be obteieed

mentdoes not include income which Michigan considers to kchage by writingto Wisconsin Department of RevenueDPBox 8903, Madison,

« : : ” _ Vg§3708.
businessincome,” such as fees of self-employed persons such ote: Out-of-state employers of ig¢onsin residents wishing to withholdisd/

professionals. consin income tax from those employees’ incomes may contiacbwgin Depart
(8) PROVISIONS OF AGREEMENTS WITH INDIANA AND KEN- ment of Revenue, Compliance Burea.MBox 8902, Madison, WI 53708.
; ; ; ; Note: The State of Maryland enacted an income tax Glw 1, Laws 1992, 1st
TUCKY.. The reciprocity ag_reements Wlth_ Inqlana and Kentuc"é’pec.Sess., on May 1, 1992, which resulted in the termination of reciprocity between
arelimited to wages, salaries and commissions. WisconsinandMaryland, efective for taxable years beginning after December 31,

~i 1991 Prior to enactment dflaryland Ch. 1, Laws 1992, 1st Spec. Sessscvisin
(9) PROVISIONSOFAGREEMENTWITH MINNESOTA. (a) The reei racticedreciprocity with Maryland since prido 1960, based on an informal agree

procity agreement With Minnesota is "_mite(_j to income from p??r]entand acquiescence byislonsin and Maryland. Under tpeovisions of prior
sonalservices, including wages, salaries, tips, fees, commissioMarylandlaw and s. 71.05 (2), StatsWsconsin resident could exclude from Mary
bonusesor similar eamings provided the taxpayer persona@ndtaxation, the income from salaries, wages, and compensation for persenal ser

! . v . . cesto the extent \lconsin taxed the income of and accorsiedilar treatment to
rendersthe services. The reciprocity exclusion for personal S&liarylandresidents.
vice income does not apply where the personal or professional SeKote: Section &x 2.02 interprets ss. 71.05 (2) and 71.64 (8), Stats.
viceincome is earned as a part of a business opewgttt tax " HiSﬁolr)gliglckl Rigzi?s’t%rf ﬁpiil 3578, N&)2(6)8( éf 5—)117%:1; (af;dl feCaR(ek%i?_tef )

H . : arcn, , NO. , —1-91 am. a) (intro.), 1., a)l.to4., intro.),
payerwhich has employees that do more thraidental duties for 5y (6) (5), (7and'(8), r(4) (b) 1. and 2. and (9), rénum. (10) to (13) to be (3)
thebusiness, or where there is the saldelivery of goods which to (12) and am. (10) (a), (b),1)1(a) and (12), Registehpril, 1993, No. 448, éf
is more than amcidental part of the business. A partaesalary 5-1-93.
from a partnership where the selling of goods or services of the
employeess more than incidental is subject to the reciprocit
exclusion,but the partnership profieere not excluded. Distribu

ionsfrom —shelter nnuity are al nsider j ; :
H?e ?ecci)pro?:ti?;eicﬁjts?o? annuity are also considered subjecttlons,as defined in s. 71.22 (1k), Stats.:

(b) To qualify for the reciprocity exclusion, the Minnesota () Form 4. Corporation franchise or income fieturn. This
agreementequires the taxpayer to have a place of abodeis Wr_eturnshall be used only by corporations reporting on the appor
consin,and the taxpayer is required to customarily return to it fipnmentor separate accounting method.

Tax 2.03 Corporation returns. (1) Forwms. For the pw
oseof filing franchise or income tax returns, the secretary of rev
gguehas designated the following forms for the use of corpora

least once a month. (b) Form 4B. Apportionment data.
(10) PROCEDURE FOR NONRESIDENTS. (a) Nonresident per ~ (€) Form 4BL. Net business loss carryforward.
sons,other than residents of Minnesota, employed iscahsin (d) Form 4C. Separate accounting data.

andresiding in a state with which i¥¢onsin has reciprocity shall  (e) Form 4-ES. Corporation estimated tax voucher
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(f) Form 4H. Corporation declaration of inactivity calendaryear For individuals who are residemfsWisconsin, the

(g) Form 4l. Insurance company franchise tax return. s;atemenshgll set fo.rth the salaries, wages, bonuses, commis

(h) Form 4T Exempt aganization business franchige SIONS.annuities, pensions, retirement peees or other remunera
incometax return. tion paid for services whether subjectwtdhholding or not. For

. ) . individualswho are nonresidents, the statement shall inchlide
(i) Form 4U. Underpayment of estimated tax by corporatio aymentdor the performance of persors#rvices in Wsconsin,

() Form 5. Corporation franchise or income tax return. Thighethersubject to withholding or not, except retirement plan dis
returnshall be used only by corporations whose entire net incom@tionsidentified in s. Eix 3.085 as being exempt fromisabn-
is attributable to Méconsin. It may not be used by tax-option (S§in income tax. A copy of federal form 1099 may be filed in lieu
corporationsor corporationsvhich determine their Wconsin net ot \njsconsin form 9b.The following shall also apply with respect
incomeby the apportionment or separate accounting method. 4 compensation for services:

(k) Form SE. Election by an S corporation nobéotreated as  (5) All payments which are wages within the definition under

atax—option corporation. _ s.71.63 (6), Stats., regardless of amount, shall be reported-on fed
(L) Schedule 5K-1. ax-option (S) corporation shareholder eralform W-2 oron magnetic media or in other machine-read

shareof income, deductions, etc. ableform.

(m) Form 5R. Revocation of election by an S corporation not (h) All payments which are not wages within the definition
to be a tax-option corporation. unders. 71.63 (6), Stats., but from whichidasbnsin income tax

(n) Form 5S. @x-option (S) corporation franchise or incomeas been withheld, shall be reported on federal form W-2 or
taxreturn. 1099-R, as appropriate, or omagnetic media or in other

(0) Form 5S-1. @x-option (S) corporation schedules. machine-readabli@®rm.

(p) Form 4466W Corporation application for quick refund (c) Payments of $600 or more whiake not wages within the
overpaymenbf estimated tax. definition under s. 71.63 (6), Stats., and fradnich no Wsconsin

(q) Form CU. Credit union declaration of exempt status. incometax has been withheld, shall be reported ascghsin

(r) Schedule CU-1. Credit union net income. form 9b or federal form 1099, or on magnetic media or in other

machine-readabléorm. Howevey if the paymentwas to an

(s) Schedule DC. Development zones credit. employeefor whom aform W-2 is required under pdg) or (b),

(t) Schedule FC. Farmland preservation credit claim. the payment, regardless of amount, shall be included on form

(u) Schedule FTFarmland tax relief credit. W-2.

(v) Schedule HR. Historic rehabilitation credits. (d) All statements required shall be filed by January 31, by

(w) Schedule R. Research credits. delivering or mailing them to the department. Form WT-7,

(x) Schedule Z-1. Manufactutersalestax credits passed ‘Employer's Annual Reconciliation of Wsconsin Income ax
throughfrom other entities. Withheld From Wages,” shall accompany the statemesus

(2) INFORMATION RETURNS. Information returns required of Mitted, either on paper or on magnetic media or in other machine—
corporationsare specified in s.ax 2.04. readable form, if the employer is required to be registeredth-

] - . hold Wisconsin income taxes from employees’ wages.

(3) S'GNA.TURES' An .offlcer of the cor.poratlor$hall sign all Note: Forms may be delivered in person to the Department of Revenue at 4638
returnsrequired to be f”ed-_ If a return is prepared by someoniversity Avenue, Madison, Wconsin. Forms filed on magnetic media may be
otherthan an employee orfafer of the corporation, the personmailedto WisconsinDepartment of Revenue, 4638 UniversityeA PO. Box 8903,

i i Madison, WI 53708-8903. Forms W-2 or 1099-R filed on paper may be mailed to
preparlngthe return shall also sign a§ prepar.er . WisconsinDepartment of Revenue@ Box 8920, Madison, WI 53708-8920. Cor
(4) FiLinG RETURNS. All forms and information required to be porationsmay mail forms 9b or substitute forms filed on paper iscéhsin Depart

filed or furnished by corporations shhk mailed to the addressmentof Revenue, P. Box 8908, Madison, WI 53708-8908. Persons other than cor
e . ;- porationsmay mail forms 9b owsubstitute forms filed on paper toistbnsin

o oot 1 16 Beparement o 1o s Sesonatiqning depart  DoPameTs Fovenue, . 50x 55 adson W 537cs

mentor the departmepnt of administration prescribes P (e) Sections 71.65 (5) and 71.&, Stats., permit a thirty-day
Note: Forms may be delivered in person to the Department of Revenue at Zgggtensmno.f time to file the statements described in this subsec

Rimrock Road, Madison, Wconsin or mailed to the address specified on the foriON. A Written request may be sent to the department and to be

or in the instructions. Blank forms may be obtained astime location, or by mail effectiveshall be postmarked on or before the due date of the state

requestto Wsconsin Department of Revenue, Forms Requeité)Mail Stop  ments. The departmens approval of the extension shall be

1-151,PO Box 8951, Madison WI 53708-8951. " )
Note: Section Tx 2.03 interprets ss. 71.24 (1), (1m) &8) 71.365 (4) and (5), attachedo the statements when they are filed withdbpartment.

71.44(1) (a) and (c) and (1m) and 71.80 (18), Stats. Note: Written requests for extensions may be mailed ic@nsin Department of
History: 1-2-56; am. RegisteBeptemberl964, No. 105, &f10-1-64; am. Reg  RevenuePO. Box 8920, Madison, WI 53708-8920.
ister,March, 1966, No. 123, ef4-1-66, am. RegisteFebruary1975, No. 230, &f (3) RENTS AND ROYALTIES. Under ss. 71.70 and 71.80 (20)

3-1-75am. RegisterSeptemberl977, No. 261, &10-1-77,am. RegisterSe . . .

fember 1983, No. 333, 110-1-82: am. (1) (), (¢) and (d), renum. (b () to () ancStals. except as provided in pdd), all persons making payments
% tg g;(slté %’2, It; 1(13)8 gnﬂl 53)3 ggdéa;g]_. 1(}23 ;h)r gﬂéi r(lé)c ra(u11)d gsn)qcl%g)f) Rgg é.os t(é’n)u?wned of rents and royalties of $600 or more to individuals who are resi
1990,No, 414, of _7—1i90;‘rand recy RegiéterMay,_ 1995, No. 473, &6-1-95; dentsof V\ﬁscpnsmz re_gardltles_s]: Ohf where the plroperty_ls located,
CR02-033: 1(1) (j), renum. (1) (k) to (x) 1o be (1) (i) to (), am. (1} (n), (o) and (sRNdto nonresident individuals if the property is located isdth-
and(4), ct (1) (x) Register October 2002 No. 562, éf.-1-02;correctionin (1)  sin, shall file with the department, on form 9b or an approved sub
(inro.) made under s. 13.93 (2m) (b) 7., Stats. stituteform, or on magnetic media or in other machine-readable

form, a statement of payments madethie preceding calendar
(1) DeFINITION. In this section, “person” means amividual, year. The following shall alsapply with respect to rents and foy

trust, estate, partnership, limited liability compaagsociatioror alties: L
corporation. (a) A copy of federal form 1099-MISC may be filed in ligiu

(2) CoMPENSATIONFOR SERVICES. Under ss. 71.65 (2), 71.71W|sconsmform _gb' i
(2), 71.72 and 71.80 (20), Stats., all persons carrying on activities(t) Corporations shall file by March 15 and payers other than
within this state, whether taxable or not under ch. 71, Stats., §esporationsshall file by April 15, by deliveringr mailing the
requiredto file with the departmenpn federal form W-2 or Statementso the department.
1099-R,0n Wisconsin form 9b or other forms approved by the Note: Forms may be delivered in person to the Department of Revenue at 4638

. A . . _ iversity Avenue, Madison, W§consin. orms filed on magnetic media may be

departmentor on magnetlt_: media or in other m_ac_h'ne readab_ iIs_edto WisconsinDepartment of Revenue, 4638 Un@versils;eA PO. Box 8903,
form, a statement of certain payments made within the precedmghison,wi 53708-8903. Corporations menail forms filed on paper to tonsin

Tax 2.04 Information returns and wage statements.
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Departmenbf Revenue, ®. Box 8908, Madison, Wl 53708-8908. Persons othenot required to file separateformation returns for those items
thancorporations may mail forms filed on paper ts®¥8nsin Department of Reve with the department of revenue

nue,PO. Box 59, Madison, WI 53785. X - .
. . - . Note: Under the combined federal/state filing program, the internal revenue ser
(c) No extension of time for filing fprms 9D or substitute formsice will forward information from the information returits the department of reve
to report payments of rents or royalties may be allowed. nue.

. s . Note: The requirement to file &consin wage statemernisinformation returns
(d) The requirement to file form Siy a substitute form does on magnetic media or in other machine-readable form if the internal revenue service
notapply to persons other than corporations who do not deduct iirescomparable statements to be filed in thanner for federal purposes is

paymentsn determining Visconsin taxable income. effectiveJanuary 1, 1992, as a result of the creation of s. 71.80 (20), Stats., by 1991
Wis. Act 39.

(4) 'GAMBLING WINNINGS. @ Und_er s. 71.67 4) _(c_),_Stats., the  Note: The requirement of payers to report lottery prize winnings and pari-mutuel
administratorof the gaming commissiomlottery division shall wagerwinnings to the department ifetive with winnings received by a payee on

file with the department a statement of Winnings for each lott fter AugustL2, 1993, as a result of the creation of s. 71.67 (4) (c) and (5) (d), Stats.,
1993 Ws. Act 16.

prize of $2,000 or more paid in the preceding calendar year ~\qe: section Bix 2.04 interprets ss. 71.26 (3) (¢), 71.65 (2), 71.67 (4) and (5),
(b) Under s. 71.67 (5) (d), Stats., all persons licensed te sp6h7_0£71-711(22),5761-72, 7R1-74t(;g ar:d 7;-?953240),,\‘&%85 E101-64. am. R
History: 1-2-56; am. RegisteBeptembel , No. , -1-64, am. Reg
S(_)rand manage races under s. 562'05 (1) (b) or (c), Stats., Sha“sq "February1975, No. 230, &f3-1-75; am. RegisteBeptemberl977, No. 261,
with the department a statement of winnings for geefrmutuel  eff. 10-1-77; am. (1), (3), (4) and (6), (7), RegisterSeptemberL 983, No. 333, &f

wagerpayment of more than $l,0@ﬁid in the preceding calen 10-1-83; rand recrRegisterJune, 1990, No. 414,fe7-1-90;r. and recr, Register
daryear May, 1995, No. 473, &f6-1-95.

(c) The winnings required to be reported in pars. (a) and (0) 1, 5 o5 Transfers of capital stock, information

tsufliligrergeported on federal form W=2G or on an approved SUb?Hturn. (1) All corporationsdoing business within this state,
) ) . . whethersubject to the franchise or income tax or not, shall file
(d) The statementequired in pars. (a) and (b) shall be filedyith the department of revenue onbefore March 15 of each year
by January 31, by delivering or mailing them to the departmengportsof transfers of capitaitock, including disposals, by indi

Note: Forms W-2G or substitute forms may be delivered in pecstire Depart i i i i i
mentof Revenue at 4638 Universitw@nue, Madison, Wconsin. Forms filed on viduals who were residents of ¥tonsin dunng the precedlng

magneticmedia may be mailet Wisconsin Department of Revenue, 4638 Univer Calenda'year
sity Ave., PO. Box 8903, Madisonyvl 53708-8903. Forms filed on paper may be  (2) Transfers of capital stock shléreported on Wéconsin
2"3""7"53 g’gz"(‘)"scons'“ Department of RevenueOP Box 8920, MadisomW!  £45:m’8 or on other substitute forms approved by the department

(e) No extension of time for filing forms W-2G or substituteggisgggsbeMrg?j'iI:gr:owle;%%%s'n Department of Revenue)P

formsto_report payments of Iottery prize Wmmngq%“”_mumel Note: Blank forms may be obtained by mail request addressedigcoxéin
wagerwinnings may be allowed. Departmenbf Revenue, . Box 8903, Madison, WI 53708.
(5) DISALLOWANCE OF DEDUCTIONS. Items tobe reported on N_Ottei Seft'g“;gx 2-05R'”t?ftl$t5t5- 7&-?1%53&5- 105, 610164 am. R
_ _ : . istory: 1-2-56; am. RegisteBeptembe , No. X -1-64; am. Reg
formsW-2, 1099-R, 9b or substitute forms may be disallowed g \iaih. 166, No. 125, bi- 186, am. RegisteF ebruary1975, No. 230, €
deductiondrom gross income if not properly reported. 3-1-75;am. RegisterSeptember1983, No. 333, &10-1-83; am. Registeduly,

(6) MAGNETIC MEDIA REQUIREMENT. (a) Under s. 71.80 (20), %g?zgl(\)lo 379, ef 8-1-87; r and recr Register February 1990, No. 410, éf

Stats. f the internal revenue service requires a person to file wage
statement®r information returns omagnetic media or in other Tax 2.07 Earned income tax credit. (1) CRITERIA FOR

machine-readablierm, comparable wage statements or 'r.'fermapRovmlNG INFORMATION. The department has establishedftte

tion returns shall also be filed on magnetic media or in Othﬁfwing criteria regarding the dissemination of information to the

machine-readablform with the department of revenue. public concerning the federal andistonsin earned income tax
(b) A person shall be required to file wage statements or inf@fredits:

mationreturns on magnetic media or in other machine-readable ) pisseminaténformation to potential claimants in the most
form with the department of revenue only if batfthe following ot effectivemanner possible.

conditionsapply: (b) Disseminate information to the public through multiple

1. Wage statementer information retums comparable 0channelgo increase therobability that potential claimants will
thoserequired to be filed on magnetic media or in other maCh'”g)‘ecomeaware of the earned income tax credits.

readablegform with the internatevenue service are also require . .
(c) Utilize volunteer taxpreparers and community—based

to be filed with the department of revenue. o ; . ;
! organizationghat have personal contact with potential claimants,
2. The wages or income reported on the wage statementgJfrovide earned income tax credit information and assistance.

information returns are required to be reported tecahsin. (d) Clarify the relationship between federal andsstinsin

_(c) 1. Iffewer than 250 of any one type of wage statement @frnedncome tax credits and coordinate outreaébrisfwith the
informationreturn are required to be filed withe department, the jnternalrevenue service, or “IRS.”

departmenshall waive the requirement to file that type of wage
statemenbr information return on magnetic media or in othetrO
machine-readabl®rm.

(e) Provide sufcient information to allow potential claimants
self-evaluate their eligibility for the earned income tax credits.

2. If a payer participates in the combined federal/state fil (f) Provide convenient ways for potential claimants to obtain

program for forms 1099, the department shall waive the requi ditionalinformation, assistance and forms.

ment to file those form$099 or comparable information returns, (2) METHODS OF PROVIDING INFORMATION. ~Methods the
on magnetic media or in other machine-readable form. departmentses to disseminateformation to the public concern

. . ing the federal and Wconsin earned income tax credits include
3. If a payer receives a waiver from the department, the pay;

. X . . . following:

is not required to file wage statements or information returns on . . . .

magnetic media or in other machine—readable form with the (8) Produce an informational flyedistribute copies through
department. appropriateorganizations having regular contact with potential

7 Co & PROG Pavers whoarticipate in th earnedncome tax credit claimants throughout the state, and have
(7) COMBINED FILING PROGRAM. Payers whearticip € additionalcopies available for distribution upon request.
combinedfederal/state filing program with the internal revenue i _ _ o

Example: Copies of the informational flyer may be distributed to members of the

serw_ceand report to the mter_nal revenue service _|tems wdnieh Wisconsinlegislature or to various sitasich as municipal buildings, community
requiredto be filed on Wsconsin form 9b or a substitute form, arexgenciesor job service centers.
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(b) In conjunctiorwith the IRS, when training volunteers who 7. Form 1CNA. Combined individual income tax return for
providefreetax—filing assistance throughouti$®¥onsin, include nonresidentmembers of professional athletic teams.
training to identify potential earned incon&x credit claimants 8. Form 1CND. Combined individual income tax return for
andto assist thenin claiming both the federal andi$¥onsin nonresidentirectors of corporations.
credits. 9. Form 1CNP Combined individual and fiduciary income
(c) Highlight the Wsconsin earned income tax credit in theax return for nonresident partners. This form may be used by
Wisconsinindividual income tax and homestead credit bookletaonresidenpartners and nonresident members of limited liability
(d) Mail camera-ready copies of earnedome tax credit companiedreated as partnerships.
informationalflyers to lage Wsconsinemployers, and request ~ 10. Form 1CNS. Combined individual and fiduciary income
themto make and distribute copies of the fly@their employees tax return for nonresident tax—option (S) corporation sharehold

asappropriate. ers.
(e) Work with the IRS in providing joint &rts to publicize 11. Form2. Fiduciary income tax return. This return may be
boththe federal and Wconsin earned income tax credits. usedby estates and trusts, except exempt trusts witklated

Note: For the 1993 tax—filing season, the department and the IRS jointly utilizéuisinesgaxable income.

the IRS toll-free telephone information line, to provide callers viitlormation 12. Form 4T Exempt oganization business franchise or

aboutboth the federal and i€onsin earned income tax credits. . X .
(f) Annually produce a report summarizing the level of partic|ncometax return. This returshall be used by exempt trusts with

pationin and level obenefits provided by the earned income taynrelateobusmess taxabl_e INCOME. ,

creditprogram. 13. Form 1-ES. Estimated tax vouchdrhis form may be

(g) Work with other state agencies, public utilities, and oth usedby individuals, estates anidists, except exempt trusts with

organizationgo distribute information about the federal angW nrelatedbusiness taxable income. .
consinearned income tax credit programs. 14. Form 4-ES. Corporatioestimated tax voucherThis

Note: The federal earned income tax credit, provided under s. 32 of the interfl fm ,Sha” be used by exempt trusts with unrelated business tax
revenuecode, is available to eligible individuals and married couples filing a joird le income.
incometax return, who havat least one quallfylng child living with them. Thefed 15. Form CN-ES. Composite estimated tax vouchdrhis
eralcredit consists of three parts, as follows: N A
fog(;:1 may be used by nonresident athletes, directors, partners,
CN

A basic credit, computed based on the amount of adjusted gross income or e .
income,and whether the individual or couple had one qualifying child or two or moﬁrﬁ Sbers or shareholders using form 1CNA, 1CND, 1CNP or

qualifying children. 1

A health insurance credit, computed based oartiaunt of adjusted gross income 16. Schedule 2K-1. Beneficiag/share of income, deduc
or earned income, and the amount paid for health insurance that covered at Ieasﬁ@ﬁ)s etc.

qualifying child. . el .
An extra credit for a child born during the taxable yeamputed based on 17. Schedule 2440'\/\D|5ab|“ty Income exclus_lon.
adjustedgross income or earned income. 18. Schedule DC. Development zones credit.

Note: The Wsconsin earnethcome tax credit is available under s. 71.07 (9e), . . .
Stats. to full-year Wsconsin residents who are eligible to claim the fedesahed 19. Schedule FC. Farmland preservation credit claim.

income tax credit. The l&tonsin credit is computed as a percentage of the federal 20. Schedule H. Homestead credit claim.

Eﬁﬁéﬁ?ﬁg&ugﬁf@?ﬁgiﬂt”gfeonrj g”rhti‘r';?;;‘ ?T:\gﬁje”g{,g{if;?#g fhﬂgxfn_one ualifying 51 gchedule HR. Historic rehabilitation credits.
Note: Section Bx 2.07 interprets ss. 71.07 (9¢) and 73.03 (48), Stats. 22. Schedule I. Adjustments to convert federal adjusted gross
History: Cr. RegisterNovember1993, No. 455, éf12-1-93. incomeand itemized deductions to the amounts allowahbter
the applicable yeas internal revenue code.
Tax 2.08 Returns of persons other than corpora - 23. Schedule MS. Manufactutresales tax credit.

tions. (1) Forwms. For the purpose of filing income tax returns 24
andcredit claims, thesecretary of revenue has designated the fol 25 Schedule RS. R i
lowing forms for the use of persons other than corporations: 5. Schedule RS. ecycling sgrcgmr

(a) Individuals and fiduciariesl. Form 1. Income tax. This 26. Schedule TTransitional adjustments. .
returnmay be used by individuals who are full-yeaisténsin 27. Schedule U. Underpayment of estimated tax by individu

residentswhether married filing a joint returmarried filing a alsand fiduciaries. This form may be used by individ.uals, estates

2. Form 1A. Income tax. This is an optional short form retur €°Me- .
that may be used by individuals who are full-yeasdansin resi __28-_Schedule 4U. Underpayment of estimated tax by corpora

dentsand filing as married filing a joint return, head of househofffons: This form shallbe used by exempt trusts with unrelated
or single. businesdaxable income.

3. Form WI-Z. Income tax. This is an optional short fomﬂ) 29. Schedule WD. Capital gains and losses. This form may

returnthat may be used by individuals who are full-yascon- € used by individuals. o _
sin residents and filing as married filing a joint return or single, 30. Schedule WD (form 2). Capitgkins and losses. This
4. Telefile and netfile worksheet. Income tax. Tisig work form may be used by estates and trusts, except exempt trusts with

sheetthat may be used by single individuals under age 65 who mgrelated)usiness taxable income.

. Schedule MT Alternative minimum tax.

by telephone using telefile or by computer usiegfile. Only ek 31. Form 401T Report of estate or inheritance tax payment.
gible individuals who have been selectsdthe department to file ~ 32. Form W706. Estate tax return.
in this manner may use telefile or netfile. (b) Partnerships and limited liability companiesated as

5. Form 1NPR. Income tax — nonresident and part-year reggrtnerships. 1. Form 3. Partnership return.
dent. This return shall be used by individuals who are nonresi 2. Schedule 3K-1. Partrisrshare of income, deductions, etc.
dentsof Wisconsin or part-year residents ofsébnsin, regard 3. Form 3S. Partnership recycling surciear

lessof filing status. 4. Form 3S-ES. Partnership estimated sugshsoucher

6. Form 1X. Incoméax — amended return. This return may 5. Form 3U. Underpayment of estimated recycling sugghar
be used by full-year \consin residenindividuals to amend py partnerships.

form 1, 1A or WI-Z, or returns filed using telefile or netfile. .
Note: Nonresident and part-year resident individuals shall use form 1INPR 6. Schedule 3Z. Manufacturersales tax credit.

marked‘amended return” to amend form 1NPR. 7. Schedule DC. Development zones credit.
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8. Schedule HR. Historic rehabilitation credits. 26.t0 32, (b) 7., 8. and (3) (a) (intro.) and am. (1) (a) 6., 15. and 18., (b) 7., and (3)
a) (intro.), cr(1) (a) 4., 7., 8., 23., 25., (b) 5. and 6., (3) (a) 1. to 3. and (b) to (e), r

(2) INFORMATION RETURNS. Information returns required of El) (a) 16. Register July 2002 No. 559, &1-02.
personsother than corporations are specified inax Z.04.

(3) FiLING RETURNS. (@) All forms and information required  Tax 2.085 Claim for refund on behalf of a deceased
to be filed or furnishedy persons other than corporations shall biexpayer. (1) If a refund of Wsconsinincome taxes is due a
filed or furnished by providing the information requested on trdeceasedaxpayer and if theefund exceeds $100, the claimant
appropriateforms, signing the returns or forms as appropriate astall file, with the income tax return, a completed form 1-804,
submittingthem by one of the following means: entitled“Claim for Decedeng Wisconsin Income d8x Refund”.

1. Mailing them tathe address specified by the department on (2) Form [-804 does not haveo be filed if the refund is
theform or in the instructions. claimedon a joint Wisconsin income tax return of the surviving

2. Delivering them to the departmesttto the destination that SPouseand the decedent. The surviving spasfsal write *filing

the department or the department of administration prescribe®SSUrViving spouse” in the signatuaeea of the return. If some
neother than the surviving spouse is the personal representative,

3. Filing them by the use of electronic means as prescrlbedg% personal representative shall also sign the joint return.

the department. . . .
Note: The destination for delivering forms that the department or the department (3) Formsreqmred to be filed under sub. (Sl’)all be mailed

of administration prescribes and ttype of electronic means the department preto the Wsconsin Department of RevenueQPBox 59, Madison,
scribesfor filing forms shall be stated on the forms or in the instructions, on th@g/| 53785,

department’snternet web site at wwalor.state.wi.us or in the departmengjuarterly
newslettettitled “Wisconsin Bx Bulletin” or other written material.

(b) Except as provided in pars. (c) and (d), the department

Note: Section Bax 2.085 interprets s. 71.75 (10), Stats.
History: Cr. Register October 1976, No. 250, & 11-1-76; am. (1), Register
ember,1978, No. 275, éf12-1-78; am. (2), RegisteBeptember1983,No.

i i i 333, eff. 10-1-83; renum. (2) to be (3), €2), RegisterFebruary1990, No. 410, &f
requirea tax return preparer or tax preparation firm phvapared 321200,

thethreshold numbens described in subds. 1. and 2., e$d4h-
sinindividual income tax returrfer the prior taxable yeato file

individual income tax returns preparbg that tax return preparer

or tax preparation firm by electronic means. The department s

notify tax returnpreparers and tax preparation firms by Octob

1 of any year of the requirement to use electronic means.
requiremento file returns by electronic means shall beefve
beginning January 1 of the year following notification. Th

as follows:
1. For taxable year 2002, 200 or more returns.
2. For taxable year 2003 and thereaft®0 or more returns.

Tax 2.09 Reproduction of franchise or income tax
fims. (1) GeENERAL. Subject to the provisions of this section,
'I:, oficial Wisconsin franchise or income tax forms required to
Pl?:iled with thedepartment may be reproduced and the reproduc
tiohs may be filed in lieu of the correspondinfiaidl forms. Any
reproductiorwhich varies from the 6€ial version in any particu

thresholdnumber of returns prepared in the prior taxable .yeaflar, except as authorized this section, shall be submitted to the

departmenfor approval before it is usedlhe department may
rejectany reproduction which is in whole or jpart illegible or
which s of a format that has not been approved by the department.

(2) SeeciFicaTions. The following specifications shall apply:

(c) Paragraplfb) does not apply to a return on which the tax  (a) Printing of reproductions shall be by conventional printing
payerhas |r_]d|Cated that the taxpayer did not want the return fl|9@0(’;esseq)hotocopyingY computer graphics or similar repreduc
by electronic means. tion processes and shall duplicate fivat sizes, graphics and for

(d) The secretary of revenue may waive the requirement to fiteat of the official form. Reproductions may be printed on one
by electronic means when the secretary determines that #ideor both sides of the paper
requirementauses an undue hardship, if the tax refweparer  (b) Reproductions of opticatharacter reader-scannable, or
or tax preparatiorfirm otherwise required to file by electronic OCR-scannablelocuments shall bear an OCR-scannable line as

meansdoes all of the following:

1. Requests the waiver in writing.
Note: Written waiver requestshould be addressed tddtbnsin Department of
Revenue,Secretarys Ofiice, Mail Stop 3-258, PO Box 8903, Madison WI
53708-8903.

prescribedor the specific document type. Photocopies of OCR-
scannabldorms may not be filed.

(c) The reproductions shall be on paper of substantially the
sameweightand texture, and of quality at least as good as that

2. Clearly indicates why the requirement causes an undlﬂl%ed'n the oficial forms.

hardship.

(e) In determining whether the electronic means requireme:fa

causesan undue hardship, the secretaryesfenue may consider
the following factors:

1. Unusual circumstances that may prevent the person frgﬁf

filing by electronic means.

Example: The tax return preparer does not hageess to a computer that is-con
nectedto the internet.

2. Any other factor that the secretary determines is pertinent. (f

(d) In the reproduction of tax forms fiofal forms printedon
loredpaper may be reproduced on white papad black ink
y be substituted for colored ink.

(e) The size of the reproduction, bathk to dimensions of the
erand image reproduced on it, shall beghme as that of the
cial form, except that full-page fafial forms which are other
than8'z inches by 1 inches irsize may be reproduced o¥t.81ch
by 11 inch paper

) Except for returns executed by fiduciaries as provided

Note: Forms may be delivered in person to the Department of Revenue at Zﬂfp'(s) Or,retums f!led el,eCtromca“wl signatures rqulr.ed on
Rimrock Road, Madison, Wconsin Blank forms may be obtained at the same-locareturnswhich are filed with the department shall beginal,
tion; by calling (608) 266-1961; by writing Wisconsin Department of Revenue, affixed subsequent to the reproduction process.

FormsRequest Gice, Mail Stop 1-151, PO Box 8951, Madison WI 53708-8951; . . ' .
or by accessing the departmerititernet web site at wwdor.state.wi.us. (3) Fibuciaries. A fiduciary or the fiduciang agent may use

Note: SectioriTax 2.08 interprets ss. 71.01 (5g), 71.03 (2), 71.20 (1), 71.55 (3) aadfacsimile signature in filing a tax return on form 2, subject to the

71.80(18), Stats.

History: 1-2-56; am. RegisteFebruary1958, No. 26, &f3-1-58; am. Register
February,1960, No. 50, éf 3—1-60; am. RegisteBeptemberl964, No. 105, &f
10-1-64r. and rect RegisterMarch, 1966, No. 123, fei—1-66; am. RegisteFeb
ruary, 1975, No. 230, éf3-1-75; am. (1), RegisteNovember1977, No. 263, éf
12-1-77am. (3), RegistefFebruary1978, No. 266, &3-1-78; am. (1) (a) and (b),
(2) and (3), renum. (1) (c) and (d) to be (1) (k) and (I) and anfl)dc) to (j), Register
July, 1987, No. 379, €f8-1-87; randrecr (1), am. (3) (intro.),.((3) (a) to (c), Regis
ter,June, 1990No. 414, eff 7-1-90; r and recrRegisterMay, 1995, No. 473, &f
6-1-95; CR 01-143: am. (1) (a) 2., 3. and (b) 3., renum. (1) (a) 4. to 15., 17. to
21.,and 22.to 28., (b) 5., 6. and (3) to be (1) (a) 5., 6., 9. to 18023, 24., and

following conditions:

(a) Each group of returns forwardemlthe department shall be
accompaniedy a letter signed by the person authorized to sign
thereturns declaring, under penalties of perjtimgt the facsimile
signatureappearing on the returnstie signature adopted by the
personto sign the returns filed antat the signature wasfiaked
ﬁg{the returndy the person or at the persodirection. The letter
shallalso list each return by name and identifying number
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(b) A signed copy of the letter shall be retained by the person(3) GeENERAL. (&) Under ss. 71.76 and 77.96 (4), Stats.,-a tax
filing the returns and shall be available fospection by the payermeeting the conditions described in sub.g{#ll report to
department. thedepartment changes or corrections made to a tax return by the

(c) If returns are reproduced by photocopying or similar reprifiternal revenue service, or file witthe department amended
ductive methods, the facsimilsignature shali be fafed subse Wisconsinfranchise or income tax returos amended temporary
guentto the reproduction process. recyclingsurchage returns reporting any information contained

Note: Written requests for approval of substitute forms should be mailedsto win amended returns filed with the internal revenue service, or with
consinDepartmenbf Revenue, Processing Forms ApprovaD.mBox 8903, Madi  anotherstate if there has beatlowed a credit againsti¥¢onsin

son,WI 53708-8903. ;
Note: Section Bix 2,09 interprets ss. 71.03 (6) (@), 71.20 (1), 71.24 (1) and 71 {FX€SfOr taxes paid to that state. _

(1) (a), Stats. (b) Exceptas provided in sub. (5), the department may give
History: 1-2-56; am. RegisteFebruary1958, No. 26, &f3-1-58; am. Register noticeto the taxpayer of assessment or refund within 90 days of

February,1960, No.50, ef. 3-1-60; am. (2), RegisteMarch, 1966, No. 123, fef :
4-1-66am. (5) and c16), RegisterAugust, 1974, No. 224.feb-1-74; am. (intro), (M€ date the department receives the taxpayeport offederal

(2), (6) (intro.) and (a), RegisteaNovember1977, No. 263, &12-1-77; am. (3), adjustment®r amended return describedpar (a). The 90-day

Register,September1983, No. 333, &f10-1-83; correction in (5) made under s.|imitation does not apply to instancefere the taxpaver files an
13.93(2m) (b) 4., Stats., Registeluly 1987, No. 379r. andrect Register May;, pply pay

1906.No. 485, of 6-1-96. ' incorrectfranchise or income tax return or temporeggycling
surchargereturn with intent to defeat or evade the francloise
Tax 2.10 Copies of federal returns, statements, incometax or temporary recycling surclgarassessment.
schedules, documents, etc. to be filed with W isconsin (4) TAXPAYER REQUIREDTO REPORT. (@) Federal adjustments.

returns. (1) INDIVIDUALS AND FIDUCIARIES. At the time of filing If the federal net income tax payable, a credit claimed or carried
Wisconsinincome tax returns by individuaénd fiduciaries, a forward,a net operating loss carried forward or a capitaldass
completecopy of the federal income tax return fbe same tax ried forward on a taxpay&s federal tax return is adjusted the

able year including all schedules, statements, documents aimdernalrevenue service in a way whictieadts the amount of 14+
computationsavhich afect the computation of 8consin income, consinnet franchise or income tax or temporary recycling sur
credits or penalties, shall be included and filed with thec@hsin  chargepayable, the amount of ai$®onsin credibr a Wsconsin
return. Copies of the short form federal returns 1040A anoketoperating loss, net business loss or capital loss carried forward,
1040EZare not required to be filed if ai¥¢onsin form 1A or thetaxpayer shall report the adjustments to the departwithin
WI-Z is being filed for the same taxable yeHrthe federal form 90 days after they become final. The following shall also apply
is filed electronically a copy of the electronic material as conwith respect to federal adjustments:

tainedin replicas of the ditial forms or on forms designated by 1. ‘Finality of federal adjustments.’” For tiparpose of deter
the electronic filer shall be included and filedth the Wsconsin mining when the federal adjustments become finalfaHewing

return. shallbe deemed a final determination:

(2) PARTNERSHIPSAND LIMITED LIABILITY COMPANIESTREATED a. Payment of any additional tax, not the subggany other
AS PARTNERSHIPS. (&) Except as provided in p&b), at the time  fina| determination described in subd. 1. b., c., d. or e.
of filing Wisconsin income tareturns by partnerships and limited - ap, agreement entered into with the internal revenue ser

gability compzlmies treat?dhasfpgrtnler_ships under s. 71f'20 (}e waiving restrictions on the assessment and collection of a
tats.,a complete copy of the federal income tax retum for theficiencyand accepting an overassessment. Federal form 870,
sametaxable yearincluding all schedules, statements, documentgyajyer of Restrictions on Assessment and Collectiomefi-

and computations which &ict the computation of 8€onsin  riencyin Tax and Acceptance of Overassessment,” or 870-AD,

income,deductions and credits, shall be included and filed witihge - 15 \Waive Restrictions on Assessment and Collectioraaf T

the Wisconsin return. If the federfdrm is filed electronicallya Deficiency and to Accept Overassessment,” are the forms pre
copy of theelectronic material as contained in replicas of tfie of ¢ (ipadfor this purpose. '

cial forms oron forms designated by the electronic filer shall be c. Expiration of the 90-day time period, or the 150-day

included and filed with the ¥&fconsin return. L h .
b) Copies of the federathedules K1 ired b(%erlodln the case of a notice addressed to a person outside the
(b) Copies of the federachedules K-1 are not required to bg)pjte States, withirwhich a petition for redetermination may be

filledsIé)_r {h_osg part?lerg ?r rﬁembers for Wgomiaa(ffn\ifin sched  fijed with the United Statefax court with respect to a statutory
ueh aul I§K ellngh Illleb c}'tl %?ameft?xg el yeh d :sclgni'? notice of deficiency issued by the internal revenue service, if a
schedule SK—1 shall be filaa fieu of federal scheaule K—1 10T yetition is not filed with that court within that time.

a partner or member if any of the following applies: . . . .
1 Th . f the lAtonsin i deducti d. A closing agreement entered into with the internal revenue
- The computation of the Consin income or deductions geryiceunder section 7121 of the internal revenue code.

differs from the federal amount: . . . e. A decision by the United States tax court or a judgment,
2. Thepartner or member is a nonresident assnsin or  yecreeor other order by a court of competent jurisdictignich
part-yearresident of Wsconsinand the partnership or limited j,55ecome final, or the date the court approves a voluntary-agree
liability company has activities within and withoutsbnsin. ey stipulating disposition of the case. A court of competent
~ 3. The partnership or limited liabilitpompany calculates any jurisdiction includes a United States district court, a court of
Wisconsinincome tax credits. appealsa court of claims or the United States supreme court.

Note: Section B 2.10 interprets ss. 71.03 (5) and 71.20 (1), Stats. Note: Decisions of the U.S. tax court and other courts ordinarily become final as
History: Register December1965, No. 120, &f1-1-66; am. Registedune,  follows:

1990,No. 414, eff 7-1-90; r and recrRegisterMay, 1995, No. 473, &€f6-1-95. a. If no appeal is made of a U.S. tax court decision, it becnasipon expiration

X . . of a period of 90 days after the decision is entered. Decisions in unappealable cases
Tax 2.105 Notice by taxpayer of federal audit adjust - involving deficiencies of $10,000r less heard by the U.S. tax court under s. 7463

ments and amended returns. (1) PurPOsSE. This section of the internal revenue code become final 90 days after they are entered.

clarifies the time periods for a taxpayer to report federal au ito. Appealed decisions of the U.S. tax court become final as set forth in s. 7481 of
. p einternal revenue code.

adjustmentsnd federal and other state amended returns for c. A decision of a U.S. district court normally becomes final if not appealed to the

consinfranchise or income tax amemporary recycling surchg s court of appeals within 60 days of the judgment, decree or.order

purposesand the result if a taxpayer fails to report the adIUStment%. A decision of the U.S. court of claims or the U.S. court of appeals normally

or amended returns. becomesdiinal unless an appeal or a petition for certiorari is filed with the U.S.
(2) DEeFINITION. In this section‘taxpayer” includes indivigy ~SUPremeourt within 90 days of the judgment or decree. -

als, estates, trusts, partnerships, limited liability companies agge A decision of the U.S. supreme court is normally final upon the expiration of

: riod of 25 days from the datee decision is rendered, if a motion for reconsidera
corporations. tion or rehearing is not filed within that time.
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2. ‘Information to report to department.” The taxpagkall thosefederal adjustments or the changes on the amenizbiy
submitto the department a copy tife final federal audit report sin return.
issuedby the internal revenue service together with any atber 2. If a taxpayer reports federal adjustments to the department
umentsor schedules necessary to inform the department of #ier the expiration of the 4—year period for filing an amended
adjustmentss finally determined. The report shall be includegyisconsinreturn as described in péb), a refund based upon fed
with anamended Wéconsin return if a iconsin refund is being eral adjustments reducing the taxpagefederal taxiability,
claimedand may be, but is not required to luded with an  which are applicable to the taxpaje¥\sconsin tax otemporary
amendedeturn if additional éconsin taor temporary recyel  recycling surchage liability, may still be made if notice of the
ing surchage is due or if there is no change in tax or temporafgfund is given to the taxpayer within 90 days of the date the
recyclingsurchage. departmenteceived a timely report of the federal adjustments.

3. ‘Agreement with adjustments.’ A taxpayer shall be 3. The 90-day period for the departmemfiving notice of an
deemedto concede the accuracy of the federal adjustments tg¥sessmerr issuing a refund may lextended if a written agree
Wisconsin franchise or income tax or temporary recycling suhentis entered into by the department andtthgayer prior to
chargepurposes unlesssaatement is included with the report tahe expiration of the 90 days.
the department stating why the taxpayer believes the adjustments 4 ' |t federal adjustments or changes on an amended return
areincorrect. filed with the internal revenue service or another state pertain to

(b) Amendedeturns. If a taxpayer files an amended federah year which has been previousigid audited by the department
tax return and the changes on the amended federal tax rédeonh atindthe field audit has been finalized, an assessment or refund nev
theamount of Visconsinnet franchise or income tax or temporarerthelessnay be made. Howevehe assessment or refund shall
recyclingsurchage payable, the amount of d@sabnsin credit or only relateto those federal adjustments or the changes on the
a Wisconsin net operating loss, net business loss or capital lassendedeturn. Notice of the assessment or refund shall be given
carriedforward, the taxpayer shall file with the department ato the taxpayer within 90 days of the date the department received
amendedWisconsin return reflecting theame changes. A tax the reporof federal adjustments or an amendeidddhsin return
payerfiling an amended return with another state shall file &nom the taxpayer
amendedwisconsin return if a credit has been allowed againstexamples: 1) Federal adjustments were made to an indiviguai89 calendar—
Wisconsintaxes for taxes paid to that state and if the changesrbasis federal income tax return; the adjustments became final on June 1, 1994.
affectihe amount of Wconsinnet franchise or income tax or tem On AUSUSE 15, 1994 it 90 days afer the adjustments became i, the deprt
porary recycling surchae payable, the amount of aistbnsin  providedby s. 71.77 (2), Stats., for making adjustments to the 198€0wéin return
creditor a Wsconsin net operating loss, net business loss or ca?ipiredon April 15, 1994, the department had until Novenit®1.994, 90 days after
tal loss carried forward. Themended Wconsin return shall be g g2t 1 Geparment feceived a report of the adjusiments, teice of an
ﬂleq within 90 days after Fhe date the amended retuiired with 2) An individual filed an amended 1993 calendar—year basis New réturn on
theinternal revenue service or other state. Junel, 1994. An amendedi®¢onsin return, reflecting the changes on the amended

(c) Whee and how taubmit eport or amendeceturn. An  Nek Erreie, s fled i e epariment on 12,1056, Uncer e,y
amendedMsconsin return or a taxpayeireport of federaddjust  1994,the due date of the 1993 return, in which to notify the taxpayer cissess
mentssubmitted withan amended Wconsin return shall be filed mentrelating to the changes on the amended Nerk ¥eturn.
in accordance with the provisions of ax2.12 (5) and (6). A tax (6) TAXPAYER'S FAILURE TO REPORTFEDERAL ADJUSTMENTSOR
payer'sreport of federahdjustments submitted to the departmerfiLE AMENDED WISCONSIN RETURNS. (@) Adjustments and
withoutan amended return shall be identified as refle¢édgral amendedeturns elating to taxable yeat987 and thezafter. If
adjustmentsnade by the internal revenue service and shall Bdaxpayer fails to reporfederal adjustments or the filing of an
mailedto Wisconsin Department of Revenue, Audit Burea®, P amendedederal or other state return, relating to the taxable year
Box 8906, Madison, W1 53708-8906. The report submitted-witd 987and thereaftewithin the 90-day period described in sub. (3)
outan amended return may not be made a part of or attached to(@wthe department may assess additidkaconsin franchise or
Wisconsintax return. income tax or temporary recycling surclgar relating to the

(5) ASSESSMENTS\ND REFUNDSBY DEPARTMENT. If a taxpayer adiustmentor amendedeturn within 4 years after discovery by

reports federal adjustments or fissamended \léconsin return e department.. _ o

with the department within 90 days aftbe adjustments become, Example: An individual taxpayer filed a 1993 calendar year basiscmsin -
. . - . . cometax return on Apri , . e Internal revenue service made adjustments
flnal_or afteran amended return is filed with the internal revenqgthe 1993 federal income tax return which the taxpayer dicepottto the depast
serviceor another state, the department may make an assessmentvithin 90 days after the adjustments became final. iffteenal revenue service

i i _. ortsthese adjustments to the department under the exchange of informatien agree
or issue a refund relatlng to the report or amended return-as 1;ﬁgnt between the two agencies on May 1, 1996. The department may issue an assess

lows: mentfor the adjustments any time on or before May 1, 2000.

(&) AssessmentsUnder s. 71.77 (2), Stats., the department (b) Adjustments and amendeeturns elating to 1986 and
may make an assessment within 4 years from the date the origimdbr taxable years.If a taxpayer fails to report federal adjust
Wisconsinfranchise or income tax return was filelowever mentsor the filing of an amended federal or other state return
unders. 71.77 (7) (a), Stats., if the taxpayer reported less784n which relatedto 1986 or prior taxable years within the 90-day
of the correct net income and the additional fax the year perioddescribed in sub. (3) (b), the department may assess addi
exceeds$200 for a joint return, or $100 for a return other thanténal Wisconsin franchise or income tax relating to the adjust
joint return, an assessment may be made within 6 years afterrtrentsor amended return within 10 years after the date the original
return was filed. Wisconsinreturn for the year was filed or within 2 years after the

(b) Refunds.Unders. 71.75 (2), Stats., the department ma§atewhen the federal determination of tax becomes final, which
issuea refund if an amended return is filed within 4 years of tfver is later A return filed before the last date prescribed by law

unextendediate the original \consin franchise or income taxcommonlyApril 15 for anindividual reporting on a calendar-year
returnwas due. basis,is considered as filed on the last date prescribed by law

(c) Exceptions.1. An assessment may be méader than the unders. 71.77 (8), Stats.

— — i P H i i Example: An individual taxpayer filed a 1986 income tax return on Af#l,
4-and 6-year periodsrovided in par(a) if notice of the assess 1987. The taxpayer filed an amended return with Ohio on January 1, T888esult

mentis given to the taxpayer withB0O days of the date the depart of the amended return was a reduction in the net tax paid to Ohio on income also
ment receives a timely report of federal adjustments or agportedo Wisconsin. The taxpayer did not notify the department within 90 days of

; filing the amended Ohio return. The department has until April 15, 1997, to issue an
amendedAMsconsin return. Howevgthe assessment maalter assessmerfor the Ohio amended retusnéfect on the isconsin credit for taxes

the expiration of the 4-and 6—year periods shall only relate t®aidto other states.

RegisterAugust 2005 No. 596


http://docs.legis.wisconsin.gov/code/admin_code

File inserted into Admin. Code 9-1-2005. May not be current beginning 1 month after insert date. For current adm. code see:

http://docs.legis.wisconsin.gov/code/admin_code
13 DEPARTMENT OF REVENUE Tax 2.12

Note: Section 71.76, 1989 Stats., was amended by 1991Aat 39, efective for  gandused to det the income or franchise tax Iiability of thar-
federalchanges or corrections to a federal income tax return that became final of

J tyear

after August 15, 1991, and for amended federal and other state returns filed on orz . .

August%S, 1991. Under the statute iriezt immediately prior to the enactment of =~ Note: Section &x 2.11 interprets ss. 71.26 (2), 71.28 (3) and 71.34 (1) (e), Stats.
1991Wis. Act 39, a taxpayer was requiredréport internal revenue service adjust _ History: Cr. RegisterFebruary1978, No. 266, &f3-1-78; am. (2) (a) (1) (d),
mentsto taxable income thatfatted the income reportable or tax payable iscon-  (2) (D) and (3) (&), renum. (3) (b) and (c) to be(é@)and (b), ci(4), RegisterSeptern

sin, and to file aramended Wconsin return if information contained on an amended€r; 1983, No. 333, €f10-1-83; am. (1) (intro.) and (3), renum. (1) (a) to (c) to be
federalor other state tax returrfegted income reportable or tax payable tsagh- (1) (d), (b) and (a) ggd am.,.¢2) (c), rand recr(2) and (4), RegisteFebruary1990,

sin. No. 410, ef. 3-1-90.
Note: Section ax 2.105 interprets ss. 71.75 (2), 71.76, 71.77 (2) and (7) and 77.96 .
(4), Stats. Tax 2.12 Claims for refund and other amended

L Historg: Cr(-j Regisitggf?zug;yfg% tNo. R277_, %ﬁlgg% c¢')\lrrec3ti7%n :(nz)(sz 4()::1) returns. (1) Scope. This section applies to amendeds@dnsin
.a. made under s. 13. ., Stats., Regis , No. . 1(2), : f :

and(s) (d): renum. (1), (3), (&) to () and (6)3)be (234' (@), (6) and (7) and am. (Z)franchlseor income tax returnsamended partnership returns,
(4) (@) 1.b., c. and e, (b6) (a) to (c) and (7), ct1), (3) and (5), RegisteFebruary . amendedecycling surchae returns and amended farmland pres

1990,No. 410, ff 3-1-90; r and recrRegisterMay, 1996, No. 485, &f6-1-96  ervationcredit and homestead credit claims.
(2) DeriNniTioNs. In this section:

Tax 2.11  Credit for sales and use tax paid on fuel and (a) “Claim for refund” means an amendéfisconsin return or

electricity. (1) DEF'N'_T'_ONS' In this se(_:tlon: . credit claim as described in sub. (1), on which a refisd
(a) Fuel and electricity “consumed in manufacturing” meangqyested.

only fuel andelectricity used to operate machines and equipment ) wrimely filed,” in the case of an amended return or credit
useddirectly in the step—by-step manufacturing proceSeel claim, means either of the following:

andelectricity are not “consumed in manufacturing” if they aré : o . . .
used in providing plant heating, cooling, air conditioning, com 1. If the amended return or credit claim is mailed, it is mailed
munications,lighting, safety and fire prevention, research ant] & Properly addressed envelope with postage prepaid and is
product development, receiving, storage, salestribution, receivedby the department, or is recelved_ at the destlnat_lon that
warehousingshipping, advertising or administratidepartment 1€ department or the departmenft administration prescribes,
activities. However fuel andelectricity used directly in manutac Within 5 business days after the last day of the statutory limitation
turing steam which is used by the manufacturerfirther Periodor extended limitation peried. S
manufacturingor in heating a facilityor both, is consumed in 2. If theamended return or credit claim is not mailed, it is in
manufacturing. the possession of the department, or is received at the destination
(b) “Manufacturing” has theneaning specified in s. 77.54that the department or the department of administratior pre
(6m), Stats., by virtue of 5. 71.28 (3) (a) 1., Stats. scribes prior to the expiration of the statutory limitation period or

(c) “Paid” has the meaning specified in s. 71.22 (8), Stats.eXtended'm'tatlon period.

“ o (3) GENERAL. (a) The department shall accept amended
the(?rzeasrﬁl%s :pngc#iss dt"i"rfgngfrzcshg‘(jat;yzthesf;;porat'on has yeturnsand credit claims to correct previously filed original, other

amendedr adjusted Méconsin franchise or income tax returns,
(2) CrepITALLOWABLE. (&) Under s. 71.28 (3), Stats., a cerpopartnershigreturns, recycling surchge returns or farmland pres
rationmay reduce its income or franchlse tax liability foryear ervationcredit or homestead credit claims.
by an amount equal to thei¥¢onsin state and county sales and (b) A refund of taxes or credits under ch. 71, Statseaycling
usetaxes it has paid on fuel and electricity consumedanufae surchargainder s. 77.96 (4), Stats., may be claimed onliling
turing personal property W'th'_n weonsin. anamended return or credit claim, on a form and in the manner
(b) If separateyas or electric meters are not used to accuratelgscribedn subs. (5) and (6).
mgasurqhe fuel and electricity.cor.lsumed in manufacturing in (c) An amended \gconsin returnshall be filed with the
Wisconsin,a reasonable allocation is necessary ~ department if either an amended federal return is filed or an
(c) The credit is allowable for all i&tonsin and Wéconsin amendedeturn is filed withanother state for which a credit for
count_ysales ar_ld use taxes pdmhng the taxable year on fuel ortaxeshas been allowed againstsconsin taxes, and the changes
electricity destinedfor manufacturing purposes, regardless ab the amendetederal or other state returrfeft the amount of
whenthe fuel or electricity was or is to be consumed. Wisconsinnet franchise or income tax @cycling surchae pay

Note: Refer toStreets and Roads Construction Corporatiofdsconsin Depart  ghle,a Wsconsin credit or a Wconsin nebperating loss, net
mentof Revenua)isconsin Bx Appeals Commission, Docket No. I-6239, July 28, f ; ;
1981,andFort Howard Paper Company. Wisconsin Department of Revenifds- businesgoss or caplt_al IOSS_ carried fprward. .
consinTax Appeals Commission, Docket No. 1-8266, November 1, 1983. (d) An amended V¥consin return filed toeport internal reve

(3) CARRY FORWARD OF UNUSED CREDIT. (@) If a corporation nueservice adjustments as provided inax 2.105 (4) (a) shall
is entitled to a sales and use tax credit under s. 71.28 (3), Stats.irtbkidea copy of the final federal audit report.
credit, to the extent natffset by the tax liability of the same year  (e) An amended return or credit claim does not begin or extend
may be ofset against the tax liability of the subsequent year anige statute oflimitation periods for assessing additional tax or
eachsucceeding yeairp to a total of 15 years until the credit hagecyclingsurchage or claiming a refund.

bi‘e?coTr:plete? dts%t.“h o to credit was incroieat 5 fo 15 (4) TIMELY FILING. (a) Except as provided in pgb), if an
ote: e carry forward o e sales tax credit was Incre: (0] years i i i i
by 1985 Ws. Act 29, and the 15 year carry forward first applies to credits carried fo?r.ne.ndedetum or credit claim shows a refund, it Sha.” be filed
ward from the 1980 taxable year within 4 years of the unextended due date of the original return.

(b) The sales tax credit shall first béseft against thencome (b) The 4-year filing limitation in pata) does not apply in the
or franchise tax liability computed for the tax year befare following situations:
unusedcredit from a prior year may be applied. 1. Except as provided in subds. 3. and 4., a claim for refund
(4) CREDIT INCLUDABLE IN NET INCOME. Under s. 71.26 (2), maynot be filed for any year covered by afie_ld audit that resulted
Stats. the credit computed for sales and use taxes paid on fuel #hérefund or no change in the tax owed, or in an assessment that
electricity consumedn manufacturing under s. 71.28 (3), Statshasbecome final under $1.88 (1) (a) or (2) (a), 71.89 (2), 73.01
shall be included in net income for the tax yexcept for tax— ©Or 73.015, Stats., provided the department advisesattpayer
option corporations, the entire credit computed for the tax yeartii@atthe field audit is final unless the taxpayer appeals the result.
includablein net income, even though the credit is not entirely 2. Except as provided in subds. 3. and 4., a claim for refund
usedor no income or franchise tax liabiligxists. Under s. 71.34 may not be filed for any item of income or deduction assessed as
(1) (e), Stats., tax—option corporations shall only include in natresult of an dfce audit, provided thassessment has become
incomethe amount o€redit computed under s. 71.28 (3), Statsfinal under s. 71.88 (1) (a) or (2) (a), 71.89 (2), 73.01 or 73.015,
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Stats. Section 71.88 (1) (a), Stats., provides that a taxpayer matedas a result of items adjusted in afioef audit or field audit

file a petition for redetermination within 60 days of receipt of aet assessment may be filed within 2 yeafshe date of the
notice of additional assessment, refund or denial of refund. Ifassessmemiotice, provided no petitiofor redetermination was
taxpayerdoes not file a petition for redetermination of a notice dfled and the amount due was paid. No refund claim may be filed
assessmentefund orrefund denial, the adjustments made in thenderthis subd. 3. b. for any year that resulted in a refund or no
noticeare final and conclusive. The taxpayer is not entitled tochangein theamount owed qiin the case of a multiple year audit
refund on any subsequent claim for refund based on the samesultingin a net refund, for any year for which an amount due is
adjustmentss those in the notice of assessment, refund or deralculated.

of refund. Examples: 1) Taxpayer | files a timely 1999 return on April 15, 2000. The depart

E les:1) T A fil ded 2000 return to claim additional businentcompletes an 6ée audit of this return by issuing a notice of refund dated March
nesgee;(ng;gnesses.)Tﬁé%ae)gee{nmelzr?f aalllgv?? gr?lyea portionr%futhe 3;}%'2& %ddlitligzal egpjiﬁr 2004. The noticef refund allows an additional itemized deduction credit and dis
ses,based on a diérence in interpretation of the law notice of refund is issued  allowsa portion of the claimetusiness expenses. The taxpayer does not file-a peti
March1, 2003. The taxpayer does not file a petition for redetermination. In Decemi@p for redetermination. The notice of refund s final, and the taxpayer is not entitied
2003, the taxpayer files another amended retaiming the same additional busi 10 any refund on a subsequent claim for refund for the disallowed business expenses.
nessdeductions as those disallowedtie prior notice of refund. The taxpayer is not  2) Taxpayer J files timely 1998 and 1999 returns. The department conguetes
entitledto a refund on the claim for refund. The March 1, 2003, noficefund is  office audit of these returns by issuing a notice of refund dated March 30, 2003. The
final. noticeof refund allows an additional itemized deduction credit resulting in a refund

2) Taxpayer B filesan amended 2000 return to claim additional business expensi¥, 1998 and disallows a portion of the claimed business expenses for an assessment
Thedepartment disallows a portion of the claimed additional expenses, due to [E¥k1999, with the net result being a refund for the two years combined. The taxpayer
of substantiation of the expenses as requested in a letter to the taRpaytice of ~ doesnot file a petition for redetermination. The notice of refund is final, and the tax
refundis issued March 1, 2003. The taxpayer does not file a petition for redetermiR&Yeris not entitled to any refund on a subsequent claim for refund for 1998 or 1999.
tion. In December 2003, the taxpayer submits adequate substantiation to support the4, A claim for refund of an overpayment attributable to acapi

full deduction. The deduction is not allowed and no additional refund will be issu : : e
Sinceno petition for redetermination was filed for the March 1, 2003, natice (i%l loss CarrybaCk may be filed by a corporatlon within 4 years

refund,that notice is final. afterthe due date, or extended due date, for filing the return for the
3) Taxpayer C files a timely 1998 return claiming a refund of earned income cret@xableyear of the capital loss that is carried back.
andexcess income tax withheld. During the processing of the return the taxpayer is 5. If the limitation period for making an assessment or refund

senta letter requesting additional information to substantiate the earned incoplg .
credit. The taxpayer does not respond to the request for additional informationNi@sbeen extended by written agreement between a taxpayer and

noticeof refund is issued in July 1999, to refund the excess income tax withthgld %;e department, a claim for refund relating to the year or years cov

Thetaxpayer does not file a petition for redetermination. The taxpayer files a tim : " .
1999return claiming a refund of earned income credit and excess incoméhax edby the extension agreement may be fdedng the extension

held.lDuring the procesk;sing of thishreturn th?j taxpayer is zent ar11let|ter requesting aamrlod.

tional information tosubstantiate the earned income credit. This letter requests the . - e
sameinformation that was requested for fr@cessing of the 1998 return. The-tax 6. An amended WCQI’ISII’I return filed under the. provisions
payersubmits the additionahformation needed for both the 1998 and 1999 return©f sub. (3) (c) shall be filed with the department withind@§s
Sincethe taxpayer did not submit a petition for redetermination for the 1998 notiaq;erthe date the amended federal or other state return is filed.
of refund, that notice is final. A notice of refund for the earned income credit is issuel ) A : .

for 1999 only 7. An amended \gconsin return filed under the provisions

3. a. For taxable years beginning on or after January 1, 2000sub. (3)(d) shall be filed with the department within 90 days of
aclaim for refund for each year for which an amount due is caldle date on which the federal audit adjustments become final.
latedas a result of items adjusted in aficaf audit or field audit 8. An amended \i¥consin return filed under the provisions
assessmerr refund may be filed within 4 yean§the date of the of s. 71.30 (4), Stats., to claim a reduction of income resulting
adjustmeninotice, provided no petition for redetermination wagom a renegotiation or price redetermination of a defenséract
filed and, if the adjustment notice was an assessment, the amewubcontract shall be filegiithin one year of the final determina
duewas paid. No refund claim may be filadder this subd. 3. a. tion.

for any year that resulted in a refund or no changhe amount  Note: Refer to s. @ 2.105 for additional information regarding amendescah-
owed. sin returns required as a result of filing amended federal or other state returns, or

) . reportsrequired as a result of federal audit adjustments made by the internal revenue
Examples: 1) Taxpayer D files a timely 2000 returfihe department completes ggryice.

anoffice audit of this return by issuing a notice of refund dated Ma@cl2005. The . . .
noticeof refund allows an additional itemized deduction credit and disallows a por (5) FORMS. (@) Except as provided in pb) or (c), aclaim
tion of the claimed business expenses. The taxpayer does not file a petitionfor réde refund shall be filed on the same form as the or|g|nal form, in
termination.The notice of refund is final, and the taxpayer is not entitled to any refu : ;

ona subsequent claim for refund for the disallowed business expenses. ffle manner prescrlbeo! in Sl_Jb' (6). )

2) Taxpayer E files timely 2008nd 2001 returns. The department completes an (0) EXcept as provided in pgc), a claim for refund shall be
audit of the returns and issues a notice of refund dated Mar@0@$, The notice filed on a form 1X, in the manner prescribed in sub. (6), if any of
of refund allows an additional itemized deduction credit for each year but also distﬁefollowin apnply:
lows a portion of the claimed business expenses for eachwitarthe net result 9 i p_p y: .
beinga refund for each yeaFhe taxpayer does not file a petition for redetermination. 1. The original return was filed on a form 1, 1A or WI-Z.

Thenotice of refund is final, and the taxpayer is not entitled to any refund on a subse L . . “ _— « _
quentclaim for refund for the disallowed business expenses. 2. The original return was filed using “telefile” or “netfile.

3) Taxpayer F files a timely 2000 return on April 15, 2001. The department com 3. The original credit claim was filed with a form 1 or 1A.
pletesan ofice audit of this return by issuing a notice of additional tax due dated . .
March 30, 2005. The notice of additional tax due alloavsadditional itemized (c) The department may prescribe a special form for taxpayers
deductioncredit and disallows a portion of thtaimed business expenses. The taxto use in claiming a refund, to address a specific tax issue. In this
payerdoes not file etition for redetermination. The taxpayer has until March 3Gsjtyation. the special form may be used in lieu of the amended
20009, to file a claim for refund for the disallowed business expenses. form reécribed in a(a) or (b)

4) TaxpayerG files timely 2000 and 2001 returns. The department completes an P . P ' i )
office audit of these returns by issuing a notice of refund dated March 30, 2005. Th&xample: Wisconsin form 1X-R was developed in 1993 to address the issue of
noticeof refund allows an additional itemized deduction credit resulting in a refuride flow—through of interest exempt fromi¥t¢onsin taxes received from a qualified
for 2000 and disallows a portion of the claimed business expenses for an assessetmentplan.

for 2001, with the net result being a refund for the two years combined. The taxpayer, i i i ;
doesnot file a petition for redetermination. The taxpayer has until March 30, 2009 (d) An amended \éconsin return or credit claim filed for a

to file a claim for refund for the disallowed business expenses for the year 2001PUrposeother than to request a refund is not required to be filed

5) TaxpayerH files timely 2000 and 2001 returns. The department completes & & Specific form.

office audit of these returns by issuing a notice of additional tax due dated March 30, i i
2005.Thenotice of additional tax due allows an additional itemized deduction credit (6) MANNER. (a) An amended retunr credit claim shall be

resultingin a refund for 2000 and disallows a portion of the claimed business expé WITting, indicate the reporting period for whittte change was
sesresulting in an assessment for 2001, with the net result being an assessmenmiadeand contain a statement setting forth the specific grounds
thetwo years combined. The taxpayer does not file a petition for redetermiéu#on. i R
taxpayethas until March 30, 2009, to file a claim for refund for the disallowed bus}‘lponwhICh the amended form _IS ba_‘sed'
nessexpenses for the year 2001. (b) An amended return eredit claim other than form 1X shall

b. For taxable years beginning prior to January 1, 2000ba identified as an amended form by checking tamended

claim for refund for each year for whi@n amount due is calcu return” box if one is provided on the form or by marking
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“AMENDED” across the top of the first page of the amended 1. The property is placed in service out-of-state by a taxpayer
form. duringtaxable year 1986 before the taxpayer becomeseow

(c) A claim for refund may not be made a part of or attach&in resident. In this case, the propestyddjusted basis and
to any original Visconsin return or credit claim. depreciatiorare the same as thenounts allowable for federal tax

(d) An amended return aredit claim shall be mailed to the PUrPOSes.

ifi inits i Example: A taxpayer becomes ai¥¢onsin resident on Januaryl1B87. Prior
c_lepartmenat the address SpeCIerd on the form or in its |nstru% that date, the taxpayer is an lllinois resident. On July 1, 1986, the taxpayer pur
tions. chasesand places in service residential real property located in lllinois. On the tax

Note: Subchapter VII of ch. 77, Stats., was amended by 1999A6t 9, tocreate  payer's1987 Wsconsin return, the taxpaysradjusted basis and depreciatiortris

arecycling surchagre efective for taxable years beginning on or after January Jpropertywill be the same as the amounts shown on the taxpa@87 federal return.
2000.For taxable years ending before Adril1999, subch. VII of ch. 77, Stats.,pro Thetaxpayer does not have to recomputeltasis of the property and depreciate it
vided for a temporary recycling surclya; the term “recycling surctge” as used in  usingone of the methods permitted under the December 31, 1980 Code.

this section refers to the “temporary recycling surgearfor those years. 2. The property located out-of-state is acquired transac
Note: Section Bx 2.12 interprets ss. 71.88), 71.738 (2), 71.74, 71.75, 71.76, .. . . ; .
71.77,71.80 (18) and 77.96 (4), Stats. tion occurring in taxable year 1986 or thereafter wheréd#sis

History: Cr. RegisterAugust, 1976, No. 248, feB-1-76; am. (1) (a), Register Of 'the property in the hands Qf the transferee issttme as the
(Szﬁpggg]t;«?g%%%y; iggbéﬁg_jfosifgmi (El)z)(?)aﬁg? égzggg Srteecrr'\(/llaz (?g%%d adjustedbasis of the property in the hands of the transfefbie

, I u ) . , —1-90; I A y H H B
No. 485, ef, 6-1-96: }'(':R 02-033:am. (1), (@), (), () and (e), (4) (b) 1_y’ 245, adjustedbasis of t_he property on the date of the transfer is the same
and(6) (b) to (d), rand recr(2), (4) (b) 3., and (5) (a), renum. and am. (5) (b) to b@sthe federal adjusted basis.

(8) (c), cr (5) (b) and (d), Register October 2002 No. 562,14f-1-02. Example: A taxpayer is a \léconsin resident. The taxpayer receives by gift on
January 1, 1986, residential real property located in lllinois. The adjusted basis of
Tax 2.30 Property located outside W isconsin — the property to the donptransferaris $200,000. In acquiring the property by gift,
ot ; . : thetaxpayer transfereereceives the same adjusted basis in the property as the trans
depreuatlon and ,Sale' (l) .SCOPE' This section applles only feror. The Wsconsin adjusted basis will be the fedemjusted basis on January 1,
with respect to resident individuals, estates, and trusts. 1986.

i i “ gl Note: In the case dMsconsin Department of Revenue vs. Romain A. Hohlek,

(2) DEFINITION. I this S.eCtlon’ internal revenue code ”?‘?anﬁns. 2d 274 (1981)the Wisconsin supreme court held that for the purpose of-deter
.the internal revenue code infet for the taxable year specifiedmining a loss on a sale, the basis of property located outsiseoiéin acquired
ins. 71.01 (6), Stats. beforethe owner became ai¥donsin resident is the basis determineder the inter

. " ; nal revenue code. In this section the same principle is applied to gains realized on
nugégdmefﬂiﬁ'di%&tgﬁagéig?gelrggfy 1'8?7"”3' revenue code” means the intemal re e disposition of such propertylhis principle was codified into s. 71.05 (1) (m),

Stats. by 1985 Vis. Act 261, efiective for the earliest taxable year in respect to which
(3) RESIDENT INDIVIDUALS, ESTATES,AND TRUSTS. InCOme Or additionalassessments or refunds may be made. Section 71.05 (1) (n) and (o), Stats.,
lossderived from property and business located outsitbedi- Wwas also created by 19853/Act 261 to provide exceptions with respect to a princi

i i indivi f palresidence ééctive for the same period of time. Section 71.05 (I), (m), (n), and
sin by resident individuals, estates, dngbts, is taxable or deduct é?} Stats., was renumbered . 71.05 (12) (a), (b), and (c), Stats.. by FOBEABL2.

ible as appropriate under ch. 71, Stats. Except as provided in SURete: Section 71.07 (1), Stats., was amended by Chapter 39, Laws of 1625, ef
(4), the basis for depreciation and for determining gain or loss e with Ithe 1975 taxable yglaPrior to th;a 1975 tax?blll@al’ i(?cgme'or IOst rc1ierived

i iti i real property or tangible personal property followed the situs of the property
ggg?rﬂf%%%ozﬁa%eetﬁg Elc’])[etll"]neasﬁé?/)gr)]i)éeéf)(Ijlsetk:/shsezat‘hme(al’ tahsethiobérgiqifgwhich derived. Section 71.07 (1), Stats., was renumbered ss. 71.04 (1) (a) and

: é € )V 1€ Propeityso(1), stats., by 1987 4/ Act 312.
wasacquired before becoming or while a resident of this state. Note: Section Bx 2.30 interprets ss. 71.05 (12) (a), (b) and (c), (15), (16), (17)
i divzi i ;and(18) and 71.04 (1) (a), Stats.)

d (4) E]XCESTIOI?SG (g) V.Vhefnthan IndIVIduaclj vaUI.res atne(\;v Fescli History: Cr. RegisterApril, 1978, No. 268, é5-1-78; r andrecr (3), Register

ence,the adjusted basis or the new residence IS not redaced jyly, 1982, No. 319, &8-1-82; r(2), renum. (1) to be (2) and am.,(@) and (4),
nonrecognizedain from the sale or exchange of an old residenes. (3), RegisterJune, 1990, No. 414,fe7-1-90.
locatedoutside Visconsin if: ) ) )

1. The sale or exchange of the old residence occurred-in tax 18x 2.31 Compensation received by nonresident

ableyear 1975 or thereafter when the individual was not a resid8fgmbers of professional athletic teams. (1) Scope. This
of Wisconsin: or sectionapportions and allocates tadtbnsin, in a fair and equita

Femannera nonresident employedotal compensation for ser

2. The sale or exchange of the old residence occurred bef cesrendered in Wgconsin as a member of a professiaihletic

taxableyear 1975whether the individual was a resident or not aLam. The section does not apply to employees domiciled in a

thetime of the sa!e o.rlexchange. . . statewith which Wisconsin has a reciprocity agreement.
(b) When an |r_‘d|V|_dua| 5?‘“3 or EXChangﬂp”r‘_C'pal resi Note: Wisconsin has reciprocity agreements with lllinois, Indiana, Kentucky
dencelocated outside Wconsin and th@onrecognition of gain Michiganand Minnesota.

provisionsdo not applythe adjusted basis of the residence sold (2) Derinimions. In this section:
or exchanged is not reduced for nonrecognized gain from any pre (a) Except as provided in subds. 1. and 2., “duty daysans
vious sal_e_qr exchange of a principal residence located OUtStﬂ?days during the taxable year from the beginning of a profes
Wisconsinif: _ sionalathletic teans official pre—season training period through
1. The previous sale or exchange occurred in taxable yealast game in which the team competes or is schedulsshio
1975o0r thereafter when thiedividual was not a resident ofi8¥  peteand days on which a member of a professional athletic team
consin;or rendersa service for a team on a date outside this time period.
2. The previous sale @xchange occurred before taxable yedrenderinga service includes conductitigining and rehabilita
1975, whether the individual was a resident or not at the time tn activities at the facilities of the team. Included within duty
the sale or exchange. daysshall be game days, practice days, days spent atntestn
Example: A taxpayer becomes aitttonsin resident on July 1, 1988. Prior tolNdS, promotional caravanand preseason training camps, days
becominga Wisconsin resident the taxpayer had owned severt@reift homes. spentparticipating in instructional leagues, dapent at special
Eachtime a new home was acquired, the federal nonrecognition of gain provisigig messuch as the “Pro Bowl” or an “all-star” game and days
applied with respect to the gain realized from the sale of the previous home. Ugon . . .
becominga Wisconsin resident, thiaxpayer owned a home in Missouri with a-fed S€rvedwith the team through afiost-season games in which the

eraladjusted basis of $65,000 ($95,000 cost, less $30,000 of gains postponed fremmcompetes or is scheduleddompete. The following excep
prior sales). The Missouri home was sold for $97,000 in August 1988. The taxp H § i .

decidesnot to purchase a new residence. Thecdhsin adjusted basis of the Mis #8ns to this definition apply: L . .
souri home is $95,000. 1. Duty days for any person who joins a professional athletic

(c) For residential real property and certain agricultural reedamatfter the beginning of the teagdficial pre—season training
propertyplaced in serviceuring taxable year 1986, depreciatiorperiod shall begin on the day the person joins the team.- Con
andgain or loss on disposition of the property shall be computedrsely,duty days for any person who leaves a professional ath
underthe internal revenue code irfexft on December 31, 1980 letic team before thiast scheduled game shall end on the day the
unless: personleaves the team. Where a persaiiiches professional ath
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letic teams during a taxabigear separate duty day calculations 2. Bonuses paid for signing a contract, unless all of the fol
shallbe made for the periods the person was with each team.lowing conditions are met:

2. Days for which a member of a professional athletic team a. The payment of the signing bonus is not conditiomain
is not compensated and is not rendering services for the tearthisignee playing any games for the tearperforming any sub
any mannerincludingdays when the member has been suspendggfjuenservices for the team, or even making the team.

without pay andprohibited from performing any services for the  b. The signing bonus is payable separately from the salary and
team,may not be treated as duty days. any other compensation.

(b) “Member of a professional athletic team” includes employ c¢. The signing bonus is nonrefundable.
eeswho are activglayers, players on the disabled list or any other xamples: The following examples illustrate the provisions of this subsection:
personssuch as coaches, managers and trainers, andaveho _1) Player A, a member of a professional athletic team, is a nonresidefstooiW
requiredto and do travel with and perform services on behalf sih. Player As contract for the team requires A to report to the teraining camp

i ; P andto participate in all exhibition, regular season, and pfayafes. Player A has
a prOfeSSIOnal athletic team on a reQU|ar basis. atwo-year contract which covers seasons that occur during taxable year 1/taxable

(c) “Professional athletic team” includes, but is not limii@d year2, and taxable year 2/taxable yeaP3ayer As contract provides that A receive

i 0,000for the season which occurs during taxable year 1/taxable yeand2,
any professwnal baseball, basketball, football, hOCkey or Socé%BO,OOOfor the season which occurs during taxable year 2/taxable ydédagper

team. A receives $550,000 from the contract during taxable year 2 ($250,008efehalf

w : . theyear 1/year 2 season and $300,000 for one-half the year 2/year 3 season). The
(d) Total compensation for services rendered asember of portionof the compensation received by Player A for taxable year 2 which is-alloca

a professional athletic team” means the total compensatipBto Wsconsin is determined by multiplyirige compensation Player A receives
receivedduring the taxable year by the member for services reqyringthe taxable year ($550,000) by a fraction, the numerator of which is the total

S e _ . numberof duty days Player A spends rendering services for the tearisaoigin
der,ed from the beginning of ,the ﬁ?ﬁlal pre—seasortraining . duringtaxable year 2 (attributable to both the year 1/year 2 season and the year 2/year
period through the last game in whithe team competes or is3 season) and the denominator of which is the total number of Playeutk days
scheduledo compete durinthat taxable yeaand during the tax spent both within and outsideistonsin for the entire taxable year 2.

ableyear on a dateutside this time period. The compensation 2) PlayerB, a member of a professional athletic team, is a nonresidensodity
. . L - ’ sin. During the season, B is injured and is unable to render servicesfteai.
includes, but is not limited to, salaries, wages, bonusSS il B is undegoing medical treatment at a clinic, which is not a facility of the team

describedn sub. (3) (c) and any other type of compensation pabidtis located in Wsconsin, BS team travels to tonsin for a game. The deBs

H P ; spends in Mgconsin for practice, games, meetings, etc., while B is prasent
during the taxable year to a member of a professional athletic te eclinic, are not consideratlity days spent in 18tonsin for Player B for that tax

for services performed in that yeafhe compensation mat  ableyear but those days are included within total ddays spent both within and
includestrike benefits, severance ptrmination paycontract or outsideWisconsin.
optionyear buy—oupayments, expansion or relocation payments3) PlayerC, a member of a professional athletic team, is a nonresideriscéiw

i sin. During the season, C is injured and is unable to render services fea@. C
or any other payments not relatém services rendered for theperforms rehabilitation exercises at the facilities af 8am in sconsin as well as

team. atpersonal facilities in \lgconsin. The days C performs rehabilitation exercises in

. ; - acilities of C5 team are considered duty days spentigsc@vsin for Player C
in cﬁfgggﬁ?éipsa‘i%f?ﬁ- rendered on a date that does not fall within the regular se O that taxable yearHowevey days Player C spends at personal facilitiésfton-
: sin arenotconsidered duty days spent insdbnsin for Player C for that taxable year
1) Instructional leagues. butthose days are included within total duty days spent both within and outiside W

2) The “Pro Bowl.” con)sin.l ber of ‘ | athi g h
' 4) Player D, a member of a professional athletic team, is a nonresideistohw/
3) Promotional caravans. . sin. During the season, D travels tdsabnsin toparticipate in the annual all-star
(3) METHOD OF ALLOCATION. (@) General. The allocation to gameas a representative ofXeam. The days D spends ifsénsin for practice,

i H H i game, meetings, etc., are considered to be duty days spestongih for Player
WISCOI’ISII’IO_f iIncome .eamed by a nonresident employee ?‘5 19 or that taxable yeaas well as included within totduty days spent both within
compensatiorior services rendered asnember of a professional and outside \iconsin.
athleticteam shall benade on the basis of a fraction, the numera s) Assume the same facts as in example 4, except that Player D is not participating
tor of which is the number of duty days spent withils®@nsin in the all-star game and is not rendering services ftdaim in any mannePlayer

: ; ; ; is instead traveling to and attending the game solely as a spettaatays Player
renderlngserwces fc.)r the team.l.n any manner dunng the taxalgésspends in Mgconsin for the game are not considered to be duty days speistin W
yearand the denominator of whighthe total number of duty days consin. However those days are included within total duty days spent both within

spentboth within and outside 8consin duringhe taxable year andoutside Visconsin.

; 6) Player E, a member of a professional athletic team, is a nonresideistofivv
. (b) D.Uty days d.u”ng the:axabl_e year Duty days shall be sin. During the pre—season, E travels ts¥nsin to participate ia training camp
includedin the fraction described in pdg) for the taxable year whichE's teamconducts in Wconsin. E performs no further services ifsdnsin.
in which they occyrincluding where a teamoficial pre—season E's team does not play any regular season or piggmhes in Visconsin. The days
training period through the last game in which the team compet pends in Wconsinat the teans training camp are considered to be duty days

! y ntin Wisconsin for Player E for that taxable year
or is scheduled to compete, occurs during more than one taxablg4) A ternATIVE METHODSOFALLOCATION. It is presumed that
year. The following additional provisions apply:

applicationof the provisions of thisection will result in a fair and

1. Days during which a member of a professional athletigjuitableapportionment of compensation received by nonresi
teamis on the disabled list, does not conduct rehabilitation actidentmembers of professionathletic teams. Where it is demon
tiesat facilities of the team and is not otherwise rendering servieggatedthat the method provided under this section does not fairly
for the team in Wéconsin, may not be considerédty days spent and equitably apportion the compensation, the department may
in Wisconsin. Howeverall days on the disabled list shall berequirethe membenf a professional athletic team to apportion
includedin the total duty days spent both within and outside-W andallocate the compensation under a method which the depart
consin. mentprescribes, provided the prescribed method results in a fair

2. Travel days that do not involve either a game, practicendequitable apportionment. A nonresident member of a profes
teammeeting, promotional caravam other similar team event sional athletic team may submit a proposal for an alternative
may not be considered dutlays spent in Wconsin but shall be methodto apportion compensation where the member demon
consideredn the totalduty days spent both within and outsideétrateshat the method provided under this section does not fairly

Wisconsin. andequitably apportion the compensation. The proposed method
(c) Bonuses.Bonusesvhich shall be included for purposes Ofgtilrlr?e fully explained on the memBerisconsin income tax

theallocation described in pa(la) are. i Note: Section Bx 2.31 interprets s/1.02 and 71.04 (1) (a) andljl Stats.
1. Performance bonuses earned as a result of play during théstory: Cr. RegisterMay, 1996, No. 485, &f6-1-96.

season,including bonuses paid for championship, playaf
“bowl” games played by a team or for selection to all-star leagueTax 2.32 Recycling surcharge — gross  receipts
or other honorary positions. defined. (1) Purposk. This section defines “gross receipts” for
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purposef the recycling surchge undersubch. VII of ch. 77, 6. The gross sales price from the disposition of capital assets
Stats. andbusiness assets includable in computing the gain or loss on

Note: For any taxable yeaa recycling surchge is imposed on: (a) individuals, lines6 and 7 of schedule A, or lines 5 and 7 of schedule B if-appli
estates, trusts, statutory employees and partnerships that have at least $4i;ﬁ)00,(&90|e on federal form 120-PC
grossreceipts from &rade or business for the taxable year; (b) corporations ane insur ! . ! .
ersthat have at least $4,000,000 in gross receipts from all actifdtiéise taxable 7. Gross receipts passed through from other entities, and all

year;and (c) individuals, estates, trusts and partnersimgaged in farming that have gther receipts that are included in gross income fasadhsin
atleast $1,000,000 in gross receipts from farming for the taxable year franchiseor income tax purposes
(2) DEFINTIONS. In subch. VIl of ch. 77, Stats., and thess (d) “Gross receipts from all activities of tax—option (S) cerpo

tion: . L . rations”means the sum of the following items reportable by S cor
(a) “Gross receipts from all activities of corporations” meansorations:

:Eg r??hrgs%fﬁ?setefglilgwgrgs |t(ecr)n;nr§ng)rjrable by corporations other 1 - Gross receipts or sales reportable on line 1a of federal form
i pars. : ) 1120S,U. S. corporation income tax return for aed@poration.
1. Gross receipts or sales reportable on line 1a of federal form 5 - Gross rents includable in computing the income from real
1120,U. S. corporation income tax return. estateand otherental activities reportable on lines 2 and 3a of
2. Gross dividends reportable on line 4 of federal fok201 scheduleK on federal form 120S.
3. Gross interest income reportable on line 5 of federal form 3. Gross interest income reportable on line 4a of schedule K
1120. on federal form 120S.
4. Gross rents reportable on line 6 of federal fofrQl 4. Gross dividends reportable on line 4b of schedule K en fed
5. Gross royalties reportabbm line 7 of federal form120. eralform 1120S.
6. The gross sales price from the disposition of capital assets 5. Gross royalties includable in computing royalty income
andbusinessssets includable in computing the net gain or loggportableon line 4c of schedule K on federal fort20S.
onlines 8 and 9 of federal formi20. 6. The gross sales price from the disposition of capital assets

7. Gross receipts passed through from other entities, and@fl business assets includable in computing the gain or loss on
other receipts that are included in gross income fasdahsin line 4 of federal form 120S and lines 4d, 44f and 5 of schedule
franchiseor income tax purposes. K on federal form 120S.

Note: In this subsection, line numbers of forms refer to the 1999 forms. 7. Gross receipts passed through from other entities, and all
(b) “Gross receipts from all activities exempt aganizations ~other receipts that are included in gross income fagdahsin
taxableas corporations” means the sum of the following itenfsanchiseor income tax purposes.

reportableby those entities: (e) “Gross receipts from farming, of individuals, estates, trusts
1. Gross receipts or sales reportable on line 1a of federal foad partnerships engaged farming” means the sum of the ol
990-T,exempt oganization business income tax return. lowing items reportable by those entities:

2. The gross sales price from the disposition of capital assets 1. Gross receipts or sales reportable on Iihe% 5a, 6a, 7a,
andbusiness assets includable in computing the gain or loss&¥and 9 of federal schedule grofit or loss from farming.

lines4a and 4b of federal form 990-T 2. The gross sales price of farm assets, including livestock,
3. Gross rents includable in computing rent incandine 6 includablein computingordinary income or loss on federal form
of federal form 990-T 4797,sales of business property
4. Gross income from unrelated debt-finangedperty (f) “Grossreceipts of exempt ganizations taxable as trusts”
includablein computing unrelated debt-financegome on line Means the total receipts sales from all trade or business aetivi
7 of federal form 990-T ties other than farming, reportable by those entities for federal

Oincometax purposes, before any deduction for returns and-allow
Hnces or any other business expenses. Gross receipts include any
of the following:

1. Gross receipts or sales reportable on line 1a of federal form

—-T,exempt oganization business income tax return.

5. Gross interest, annuities, royalties and rents from ¢
trolled organizations includable in computirthose items of
incomeon line 8 of federal form 990-T

6. Gross investment income includable in computing iHveségo

mer17t|ncome on Illn_e 2 of federgl form 990'_T ludable i 2. The gross sales price from the disposition of capital assets
7. Gross exploited exempttivity income includable in com 5 siness assets includable in computing the gain or loss on
putingthat item of income on line 10 of federal form 990-T  |ines4a and 4b of federal form 990—T

8. Gross advertising income includable in computing adver 3 Gross rents includable in computing rent incaméine 6
tising income on line 1 of federal form 990-T of federal form 990-T

9. Gross receipts passed through from other entities, and all 4. Gross income from unrelated debt-finanqadperty
other receipts that are included in gross income fdsdahsin  jycjudablein computing unrelated debt-financedome on line
franchiseor income tax purposes. 7 of federal form 990-T

(c) “Gross receipts from all activities of insurance companies” 5. Gross interest, annuities, royalties and rents from con
meansthe sum of the following items reportable by insurancgolled organizations includable in computirthose items of
companies: incomeon line 8 of federal form 990-T

1. Grosspremiums earned reportable on lines 1 and 8 of 6. Gross investment income includable in computing invest
scheduleA on federal form 120-PC, U. S. property and casualtynentincome on line 9 of federal form 990-T

insurancecompany income tax return. 7. Gross exploited exempttivity income includable in com
2. Gross dividends reportable on line 2 of schedule A, or lipgiting that item of income on line 10 of federal form 990-T
2 of schedule B if applicable, on federal ford20-PC. 8. Gross advertising income includable in computing adver
3. Gross interest income reportable on line 3a of schedulet&ing income on line 1 of federal form 990-T
or line 1a of schedule B if applicable, on federal fod2a-PC. 9. Gross receipts passed through from other entities, and all
4. Gross rents reportable on line 4 of schedule A, or line 3 ofher receipts that are included in gross income fasdahsin
scheduleB if applicable, on federal forml20-PC. franchiseor income tax purposes.
5. Gross royalties reportable on line 5 of schedule A, or line (g) “Gross receipts of individuals, estates, trusts and statutory
4 of schedule B if applicable, on federal ford20-PC. employees’means the total receipts or sales from all trade or busi
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nessactivities other than farming, reportable by those entities ftie $50 minimum tax, although it carries on no activities in State A. Corporation X
federalincome tax purposes, before any deduction for returns a§S"°t "ave nexus” in State A under these circumstances.

i i 2) State B requires all nonresident corporations whigdlify or register to do
a”owancesor any othe'r p“s'ness expenseﬁross receipts businessn State B to pay to the secretary of state an annual license fee ortte for
includeany of the following: privilege of doing business in the state regardless of whether the privilege is in fact

i i . rcised. The amount paid idetermined according to the total authorized capital
1 Gross receipts or Sales. reportable online 1 of federal-sc s%ockof the corporation; the rates are progressively higher by bracistednts.
ule C, profit or loss from business. The statute sets a minimum fee of $50 and a maximum fee of $500. Failure to pay
2. Gross receipts reportable on line 1 of federal sched tax bars a corporation from utilizing the state courts for enforcement of its rights.
C—EZ.net profit from business tateB also imposes a corporation income B pags the required fee to the secretary
) p . of statebut does not carry on any activities in State B other than utilizing its courts.

3. The gross sales price of assets includable in ComputiﬁgporationY does not have “nexus” in State B under these circumstances.

ordinaryincome or loss on federal form 47%ales of business 3) State C requires all nonresident corporations qualified or registered to do busi
nessin State C to pay to the secretary of state an annual permit fee or tax for doing

property. X i i o businessn the state. The base of the fee or tax is the sum of (1) outstanding capital
Note: See par(e) for information relating to individuals, estates and truststock,and (2) surplus and undivided profits. The fee or tax base attributable to State
engagedn farming. C is determined by a three-factor apportionment formula. Nonresident Corporation

(h) “Gross receipts of partnerships” means the total receiptsZoWhiCh operates a plant in State C, pays the required fee or tax to the secretary of
. o : state. Corporation Z by virtuef its operation of a plant in State C has “nexus” in State
salesfrom all trade or business activities other tifarming, ¢

reportableb_y partnershlps for federal income tax purposes, befor% State D imposes a corporation franchise tax measured by net income for the
any deduction for returns and allowances or any other businggsiege of doing business in that state. Corporation W files a réturn based upon its
expenses.Gross receipts include the sum of the following: businessactivities in the state but the amount of computed liability is lesstkigan
. . minimumtax. Corporation W pays the minimum tax. Corporation W has “nexus”

1. Gross receipts or sales reportable on line 1a of federal faRBtate D under these circumstances.
1065,U. S. partnership return of income. 5) Corporation U is actively engaged in manufacturing farm equipment inSState

2. Gross receipts, other than farm receipts, passed thro E imposes a net income tax but exempts corporations engaged in manufacturing
from other partnerships and fiduciaries and includabtsmput Sgi‘:g;zz tr'1 \?z;zo;a;zz ;Ozzsn dne):::h;n SS:;:;;: dn.c:]e;:;e;;g;u&set:nces'
H H I 1 Wi U |
Ing the amount on line 4 (_)f federal form 1065. ) o notimpose a corporation franchise or income tax. Corporatioas “nexus” in State

3. The gross sales price from the sale or disposition of busi
nessassets, other than farm assets, includable in computing the nefe) “Nonapportionable income” has the meaning in s. 71.25 (5)
gainor loss on line 6 of federal form 1065. (b), Stats.

4. Gross receipts from the rentaltangible personal property  (f) “State” means any state of tbiaited States, the District of

5. Othergross receipts includable in computing other incoméolumbia,the commonwealth of Puerto Rico, and any territory

or loss on line 7 of federal form 1065. possessionf the United States. A foreign country is natate.
Note: See par(e) for information relating to partnerships engaged in farming. (3) APPORTIONMENT FRACTION. (a) Forthe reporting of
Note: Section Bx 2.32 interprets subch. VIl of ch. 77, Stats. incomefor the purposes of franchise or income taxation, alkbusi

Note: Subchapter VIl of ch. 77, Stats., was amended by 1999A4t 9, to replace fi ial . . I iliti
the expired temporary recycling surcharwith a recycling surchge, efective for  N€Ssesexcept financial @anizations and public uti ities as
taxableyears beginning on or after Januar000. This section applies to the recycl definedin ss. 71.04 (8) and 71.25 (10), Stats., aogorations
ing surchage imposed for axable years beginning on or after January 1, 2000. thatare authorized to use alternative method of apportionment
ote: f. RegisterAugust, 2000, No. 530, : unders. 71.25 (14), Stats., shall uae apportionment fraction
composedof a sales factor representiB§% of the fraction, a

Tax 2.39 Apportionment method. (1) GENERAL Eopertyfactor representing 25% of tfraction and a payroll fac

Exceptasprovided in sub. (3) (a), any person, except resid ; ;
individuals, resident estates and resident trusts, engaged in b gT representing 25% of the fraction. Propepgyroll or sales

nessbothwithin and without Visconsin shall report by the statu [ /atedto theproduction of nonapportionable income described
tory apportionment method whehe persorg bﬂsinegs inW. ins. 71.04 (1) and (4) or 71.25 (5) (b), Stats., may not be included

consin is an integral part of unitary business unless thd" either the numerator or the denominator of any of the apportion

departmentin writing, allows reporting on a dérent basis. mentfactors. If one of these factors is omitted pursuant to s. 71.04
Note: Refer to ss. 71.04 (4) and 71.25 (6), Stats. (10) or 71.25 (1), Stats., the percentages of the fraction repre
(2) DerINITIONS. In this section: sentedby the remaining factors shall be adjusted as follows:

“ : . " P 1. If either the property factor or payroll factor is omitted, the
(a)(%)taéPportlonable income” has the meaning in s. 71.25 (58therfactor shall represent 33% of the fraction and the sales

- :
(b) “Engaged in business within and withoutisébnsin” factorshall represent@t‘g@ of the fraction.
meanshaving business activity which is fiafent to create nexus 2 If the sales factor is omittethe property factor and the

. . . 0, i
in Wisconsin and at least one other state or foreign country Payroll factor shall each represent 50% of the fraction.
Note: See ss.dx 2.46, 2.47, 2.475, 2.48, 2.49, 2.50 and 2.505 for special-appor

(c) “Gross receipts” means gross sales less returns and all@¥mentfractions of interstate air carriers, motor carrieaifoads, sleeping car
ances,plus service chges, freight, carrying chges or time— companiescar line companies, pipelines, finarznpanies, public utilities and pro
price differential chages incidental to the sales. Federal stag fessionalsports clubs.
excisetaxes, including sales and use taxes, shall be included agb) The apportionment method may be used only if the tax
partof the receipts if the taxes are passed on to the purchasepayerhasnexus in Visconsin and at least one other state or foreign
includedas part of the selling price of the product. countryand its business within Mtonsin is an integral part af

(d) “Nexus” means that a taxpaj@business activitin a state Unitary business.
or foreign country is of such a degree that the state or foreign courl %" Refer to 55 71.04 (4) and 71.25 (6), Stats.
AN . . . ote: See s. ax 2.395for an alternative method of apportioning the income of
try has jurisdiction to imposan income tax or franchise tax mea certaincorporations.

suredby net income on the taxpayeNexus may exist even if a 4) PROPERTY FACTOR. (a) Numerator; denominator The
stateor foreign country does not impose a tax on the taxpayRlmeratorof the property factor shall include the average value
Converselyyoluntary filing and paying income or franchise taxeg {he real and tangible personal property owned or rented and
whennot required to do so, or paying a fee for qualificatiogaer \,seqny the taxpayer in Weonsin in the production @iportion
nizationor for the privilege of doing business in that state or fobp|eincome during the tax period. The denominator shall include
el%lgtgpggfgryt(?geﬁi 2?2, flonr g?ﬂilsféri(:){igr?toef fggz)(rlisv;/hich are recogniaed }heavzrage VaLue of all Ofdthe real adnd tgngiblg gerﬁmmmerty

. S Sl ocatedeverywhere owned or rented and used by the taxpayer in
determininguhether nexus exists. producti)(gvr\ll of apportionable income during )'Ehe tax ge?/iod.

Examples: 1) State A imposes a corporation franchise tax measured by net incomg ; - e
for the privilege of doing business in that state. Corporation X files a retupagad Propertyin transit on the date or dates for determiningsrage
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value,as described in p&f), shall be considered to be at its-des  a. Any amount payable for the use of real or tangible personal
tination, for purposes of computing tipeoperty factar The value property,or any part of the propertwhether designated as a fixed
of mobile or movable property such as construction equipmestimof money or as a percentage of sales, profits, or otherwise.
trucks, airplanes or other equipment which is located within and p, Any amount payable as additional rent or in lieu of rents,
without Wisconsin during théax period shall be determined for suchas interest, taxes, insurance, repairs or any other items which
purposesf the numerator of the factor on the basis of the ratio gferequired to be paid by the terms of the lease or other afrange
time used, serviced and stored withifiséonsin to total time used, ment,but does not include amounts paidsasvice chayes, such
servicedand stored during the tgeriod. Howeveran autome  asutilities or janitor services. If a payment includes rent and other
bile assigned to a traveling employee shall be included in tbRargesunsegregated, such as rental gharfor public ware
numerator of the factor if the employe®’ compensation is housesthe amount of rent shall be determined by makingga
assignedo Wisconsin under the payroll factor sonable allocation between the rent and the other items.

Note: Refer to ss. 71.04 (5) and 71.25 (7), Stats. 3. Does not include incidental day—to—day expenses such as

(b) Ownedproperty. Property owned by the taxpayer is value@iotel or motel accommodations, daily rental of automobiles or
atits original cost for purposes of computing the property fact@byaltiesbased on extraction of natural resources, whether-repre
As a general rule “original cost” deemed to be the basis of thesentedby delivery or purchase. For this purpose, a royalty
property for federal income tayurposes, prior to any adjust includesan amount paid to a holder of an interest in real property
ments,at the time of acquisition by the taxpayer and adjusted tjhich constitutes a sharing of current or future production of natu
subsequentapital additions or improvements to the property an@l resources from the propertyhether denominated as royalty
partial disposition of the propertyy reason of salexchange, advancedoyalty, rental, delay rental or otherwise.
abandonmenor other means. If the original casftproperty is Note: Refer to ss. 71.04 (5) (c) and 71.25 (7) (c), Stats.
unascertainableéhe property shall be included in the factor atits (d) Leasehold imgvements.Leaseholdmprovementshall,
fair market value as of the date of acquisition by the taxp#@yer for the purposes of the property factbe treated as property
subsequeradjustments, other thalepreciation or amortization, owned by the taxpayer regardless of whether the taxpayer is
to net income which &ct property such as capitalizations of entitledto remove the improvements or the improvemesxsrt
repairsand adjustments taventory shall also be included in the to the lessor upon expiration of the lease. The original cost of
propertyfactor Theoriginal cost of depletable property such ateaseholdmprovements shall be included in the factor
mines,oil and gas wells and timber shall be reduced by any extrac (e) Construction in pogress. Property or equipment under
tion to the extent that cost depletion has been allowed. Inventogggstructionduring the tax period, except inventoriable goods in
shall be included in the factor in accordance with vagiation processshall be excluded from the factor urttile property is
methodused for Visconsin income or franchise tax purposesctuallyused by the taxpayer in the regular course of its trade or
Propertyacquired by gift or inheritance shall be included in thgusiness. If the property is partially used by the taxpayer in the
factorat its basis for federal income tax purposes. Pollution-abategularcourse of its trade or business while under construction,
ment equipment or waste treatment facilities writtefi @8 an  thevalue of the property to the extent used shall be included in the
expense under s. 71.04 (2&)d(2g), 1985-86 or prior years propertyfactor

Stats. but still in use, shall be included at original cost. (f) Averaging poperty values.As a general rule the “average
Note: Refer to ss. 71.04 (5) (¢) and 71.25 (7) (c), Stats. . value” of property shall be determined by averaging the value at
(c) Rented poperty. Property rented by the taxpayer is valueghe beginning and ending of the tax period, but department

at8 times the net annual rental determined atsalenigth for pur - may require or the taxpayer may utilize the averagingofithly

posesof computing the property factoNet annual rental is the valuesduring the tax period if reasonably required to properly

annualrental paid by the taxpaye allocated by the departmentreflectthe average value of the taxpdpeasroperty Averagingby

pursuanto s. 71.10 (1), 71.30 (2y 71.80 (1) (b), Stats., less anymonthly values shall generally be appli#dubstantial fluctua

annualrental received by the taxpayer from sub-rentals. Hbnsin the values of the property exist during the period, or

exceptionakases this definition of net annual rental may result ihereproperty is acquired after the beginning of the tax period or

anegativevalue or clearly inaccurate valuation. In these exceflisposedf before the end of the tax period.

tional instances, any other method which will properly reflect the Note: Refer to ss. 71.04 (5) (d) and 71.25 (7) (d), Stats.

netannual rental value may be required bydapartment or may  (5) PavroLL FacTor. (a) Numerator; denominator The

be requested by the taxpayer; howevarno case may the netnnumeratorof the payrolifactor shall include the total amount paid

annualrental be less than an amount which béagssame ratio in Wisconsin during the tax period by ttaxpayer for compensa

to the total annual rental paid by ttexpayer as the rental valuetion in theproduction of apportionable income and the denomina

of the part of the property used by the taxpayer irptheuction tor shall include the total compensation paid everywhere during

of apportionable income bears to the total rental value of the saimetax period by the taxpayer in the production of apportionable

rental property income. Compensation is paid inig¢onsin and included in the
(cm) Annual ental. In this subsection, annual rental: numeratorif, as provided in ss. 71.04 (6) (b) and 71.25 (8) (b),

1. Is the amount paid as rental for the propfatya 12-month Stats..one _Of t.h.e following .app.lles. ] o
period. Where property is rented for less than a 12-month period, 1. Theindividual's service is performed entirely withinis/
the netrent paid for the actual period of rental shall constitute tl&nSIN.

“annualrental” for the tax period. Where a taxpayer has rentecExample: Corporation A has a manufacturing plant located iscghsin. The
property for a term of 12 anore months and the tax period forcompensatlom)f an lllinois resident who works at thadtbnsin manufacturing plant

. . . is includedin the numerator of the payroll factor since the emplsyservice is per
which the property factor is being computed covers a pesfod tormedentirely in Wsconsin.

lessthan 12 monthssuch as may be due to a igamization or 2. Theindividual’s service is performed within and without
Ch@”QGOf accounting perlod, the net rent paid for the short ta)isconsin,but the service performed withoutidbonsin is inci
periodshall be annualized; howeyérthe rental term is foless  gental to the individuas’ service within Wconsin.

than 12 months, the rent shall be adjusted accordingly Example: Corporation B has its headquarters and a manufacturing plamin W

2. Is the actual sum of money or other considerqmyable, consin. Corporation B also has a manufacturing plant located in IndiEimaman

i indi ; : gerof the Wisconsin manufacturing plant spends two weeks durintathgear at
directly or indirectly by the taxpayer or for its benefit for the us‘%e manufacturing plant located in Indiana training the piamt managerThe com

of the property and includes: pensatiorof the Wsconsin plant manager is included in the numerator of the payroll
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factor because the purposes performed in Indiana is incidental to the sezwvice 71.25(8) (d), Stats., the recipient of thdees may not include the

formedin Wisconsin. o o . compensatiorpaid toits employees with respect to the personal
3. A portion of the service is performed insgbnsin and the  geryicesn either the numerator or denominator of its payroH fac

baseof operations of the individual is inig¢onsin. tor and the situs of the fees is indabnsin if the services fulfill

Example: Corporation C has a saledic located in isconsin. A salesperson gne of the requirements of pga). Except for these management
working out of the Visconsin dfice solicits saleg Wisconsin, Minnesota and lowa. : :
Sincea portion of the salesperssrservice is performeid Wisconsin and the sales or service fees, payments made t0|mpendent contractor or

person’shaseof operations is in consin, the compensation of the salesperson i8Ny other person not properly classifiable as an employee are
included in the numerator of the payroll factor excluded.

4'_ A portion of the se_rwce IS performed |nsw_)nsm ar_‘d’ _'f_ Examples:1)Corporation A, headquartered in lllinois, owns 100% of the stbck
thereis no base of operations, the place from which the individaorporationB which is headquartered ini¥¢onsin. Employees of Corporation A

) i i i isin i performall the accounting functions for Corporation B. For these ser{iogsora
al's service is directed or controlled is insgonsin. tion A chaged $30,000 obffice payroll as management fees to Corporation B, which

Example: Corporation D has its regional saleficefin Wisconsin. An lowa resi  paid that amount to Corporation A. If the employees of Corporation A that performed
dentworks out of her home as a salesperson for Corporation D and solicits saleéaccounting services for Corporation B were based in lllinois and sperantly
lowa, lllinois and Wsconsin. The salesperson is directed ftbe regional sales of their time in Wsconsin while performing these services, no portion of the $30,000
office located in Visconsin. The compensation of the lowa salesperson is includigdncludablein the numerator of the payroll factor of Corporation B because the ser
in the numerator of the payroll factor since a portion of her service is performed/isesdo not meet the requirements of.ga). The entire $30,000 is includable in the
Wisconsin,she has no base of operations and she is directed fiscongin. denominator of the payroll factor of Corporation B. If Corporation A filessciv-

5. A portion of the service is performed withiridabnsin and sinreturn on the apportionment basis, it may not include in its computation of the pay

e - P roll factor the $30,000 paid to its employeesstenvices they performed for Corpora
neitherthe basef operations of the individual nor the place fromign g.
which the service is d"‘eqted or Contm”ednsany. St"f‘te n Wh'Fh 2) Corporation C, headquartered ifisédnsin, owns 100%f the stock of Corpo
somepart of theservice is performed, but the individsatesi  rationD which is also headquartered irisdbnsin. Employees of Corporation C-pre
denceis in Wisconsin pareall tax returns for Corporation D. For these services Corporation @ethar

i $20,0000f tax department payroll asanagement fees to Corporation D, which paid

Example: Corporation E is headquartered in and has its sdles iof Indiana and  that amount to Corporation C. All of the services were performedsoonsin. The
maintainsinventory in Wsconsin. A Wisconsin resident salesperson solicits sales i$20,000is included in both the numeratand denominator of the payroll factor of
Wisconsinand Minnesota. The compensation of thesddhsin salespersos  CorporationD. Corporation C may not include the $20,000 in eithentimerator
includedin the numerator of the payroll factor since a portion of the salespgessen’ or denominator of its payroll factor
vice is performed in Méconsin, the salesperson is a residefwisiconsin and the Note: Refer to ss. 71.04 (6) (d) and 71.25 (8) (d), Stats.

iiﬁlae.spersom directed or controlled from Indiana but performssaovices in Indi (d) Excludable compensatiorCompensation paid mroduce

6. The individual is neither a resident of nor performs servicB@napportionabléncome or lossesr income exempt from taxa
in Wisconsin but is directed or controlled from afiagfin Wis- 10N under ch. 71, Stats., may notibeluded in the numerator or
consinandreturns to Visconsin periodically for business pur deNn?m:?n?totrof th;al%‘laygoll fac;c;rl 25 (@) (@), Stat
posesand the state in which thiedividual resides does not have Now: Refertoss. 71.04 (6) () and 71.25 (§) (c), Stats.
jurisdictionto impose income or franchise taxes on the employer (6) SALESFACTOR. (@) Numerator; denominatorThe numer
, . . o ) .~ atorof the sales factor shall include the gross receipts from sales

Example: Corporation F has its saleffice in Wisconsin. A salesperson resides . h . . L h ducti £ . bl
in Nebraska and solicits sales in Nebraska and Kansas. Corporation F does notYM€h are in Wsconsin in the production of apportionable
nexusin Nebraska or Kansas. Thalesperson returns to thésgbnsin sales ke income;and the denominator shall include giibss receipts from

for two weeks each year for meetings and training. The compensation of i i i H
Nebraskasalesperson is included in the numerator ofpdagroll factor since he is gﬁlesm the prOdUCtlon of apportlonable Income.

directedirom an ofice in Wisconsin, returngo Wisconsin periodically for business ~ Note: Refer to ss. 71.04 (7) and 71.25 (9), Stats.
purposesand Corporation F does not have nexus in Nebraska. (b) Sales of tangible personalqperty attributable to W&con-

Note: Refer to ss. 71.04 (6) (a) and (b) and 71.25 (8) (a) and (b), Stats.  gjn_ 1. Gross receipts from tisales of tangible personal property
_ (b) Services.An individual shall be considered to be performexcept sales to the federal government as described in subd. 4., are
ing a service in Wconsin during the year if the individual per jn Wisconsin if the property is delivered shipped to a purchaser
forms services in Wconsin for at leass days during the year within Wisconsin regardless of the f.0.b. point or other conditions
The compensation of any one employee may not be split betwegiithe sales.Some situations in which property is considered to
2 or more states during the year; howeeis does not apply if pe delivered or shipped to a purchaser withiisdnsin are if:
the employee is transferred or changes positions during the year a. The property ipicked up outside Wtonsin by a purchaser

(c) Compensation.Compensation includes: havinga Wisconsin business location and the purchaser returns to
1. Wages, salaries, commissions @amy other form of remu Wisconsinwith the property

neration paid to employees for personal services including example: Corporation B is a Minnesota brewer that sells beer tésednsin pur
amountscontributed to a qualified cash or deferred arrangemetbsetto be pickedip at the brewes shipping dock in Minnesota. The purchaser

i i beer distributor which used its own vehicle to pick up the beer and haul it back
undersection 401 (k) of the internal revenue code on behalf It@f?/\/isconsin. Corporation B is subject to the tax by the stateisddfsin. These

employeesvho have elected to participate in the plan. Howgvegiocksales are assigned tddsbnsin in Corporation B'sales factor in its apportion
matchingcontributions to the trust by an employer undet0d.  mentformula for Wsconsin tax purposes, since the purctiagecation is inMscon-

; ; sinand the product is shipped tasabnsin. Therefore, Corporation B, foidtbnsin
(k) of the internal revenue code are not inclusiede the employ franchisetax purposes, will include the amount of this dock sale in both the numerator

eesdo not have a right to receive the matchaantributions andthe denominator of the sales factor

directly in cash. Note: In Pabst Bewing Co. vWisconsin Department of Reven(@t. App. Dist.

. . 1V, 1986), 130 Wé. 2d 291, the taxpayer sdieer to an lllinois distributor who picked
2 Thelvalue of .board- rent, housing, lodging and .other-berﬁ,p in its own truck at the taxpaygiisconsin shipping dock and hauled it to-lli
fits or services furnished to employe®sthe taxpayer in return nois. The Court held that the sales were nizdahsin sales, since the location of the
for personal services, provided that these amounts constitgighasenather than the locationf the pickup of the praduct, conirolied the deter
I L ! . minationof where the sale/as assigned for purposes of the sales fadtbe Court
incometo the recipient under t”edera_l internal revenue code for,giegihatif the sales were assigned tas@bnsin, the method of delively condition
theyear for which the payroll factor is computed. In the case @fthe sale, would be the determinative, which is contrasyatiute. These sales are
employees not subject to the federal internal revenue code, sigétiredto as dock sales.’ which are those saies where a purchaser uses its owned

e H . H H . rented vehicles a common carrier it has made arrangements with to take del very

ascitizens Qf foreign countries employed in forelgn countries, t@éthe product at the seller—taxpayeshipping dock.
determinationof whether the benefits or services constitute

. to th | hall b d thouah th | b. Thetaxpayerat the designation of the purchasarthe
Incometo the employees shall bé made as though the eémploygfirehasedeliversto or has the property shipped to a recipient
aresubject to the federal internal revenue code. otherthan the purchaser withinig¢onsin

3. Dedug:tlble management or service fees paid, or manag xample: Corporation M is a \lgconsin manufacturer thaells plumbing ware
mentor service fees allocated by the department under S. 71tdh illinois wholesaler and retailer to piekedup at the manufacturershipping
(1), 71.30 (2) or 71.80 (1) (b), Stats., to a related corporation, d@skin Wisconsin. The purchaser has its corporate headquarters in lllinois. The pur

: : : i 1~rChasemwses its own vehicle to pick up plumbing warel haul it to the job site of the
definedin s. 267 (f) (1) of thénternal revenue code, as COns*derpurchaser‘s:ustomer The customeis a plumbing contractor that is working on a

ationfor theperformance of personal services. As provided in S&ewmotelbeing constructed in Madison,isionsin. These dock sales are assigned
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conaintax pufposes, aince ihe purchisevistomes tocation | in Veconan and L1 Personal property are inigonsin if theproperty is shipped
I X pu , SI u I IS1 I .
the product is shippetb Wisconsin. The delivery to the plumbing contractor was sIrom an Of'c_:e' store, v_varehouse, faCtory or other place O_f Store_‘ge
the designation of the purchaser and that is where the product was delivered. THBrdVisconsin and delivered to the federal government, including
fore, Corporation M, for isconsin franchise tax purposes, is required to include thgg agencies andnstrumentalities, outside ¥¢onsin. The
amountof this dock sale in both the numerator and the denominator of the sales faﬁ?ﬁountincluded in the numerator of the sales factor shatitbe

c. The shipment bgither the taxpayer or the purchaser termkgos of the sale
natesin Wisconsin, even though the property is subsequently c. Fortaxable years beginning on or after January 1, 1990

transferredby the purchaser to another state. grossreceipts from the sales of tangible personal property are in

Example: Corporation B has a Mtonsin manufacturing plant which makesy e f ; :
enginesfor an Indiana based manufacturéitle to the engines passes to the-pur Wisconsin if the property Is Shlpped from affia#, store,ware

chasemfter the engines are tested. Corporation B, at the direction of the purchaB@use,factory or othemplace of storage in isconsin and deliv
ships the tested engines to a public warehousdsndsin. The warehouse storeseredto the federal government, including its agencies and instru
theengines until directed to ship them by the purchaEkese sales are included in P ; 3 ;

the numerator of theales factor for Corporation B since the public warehouse is comenta,llt'es'OUtS|qe .V\BCOI’]SII’] and the tfaxpayer ,does hatve
sideredo be a business location of the Indiana purchaser and the wareHooaed hexusin the destination state. Thenount included in the numer

in Wisconsin. .~~~ _ _atorof the sales factor shall be 50% of the sale.
d. The recipient isn Wisconsin, even though the property iS Note: For taxable years beginning prior to January 1, 1989, gross receipts from
orderedfrom outside Wisconsin. the sales of tangible personal property tofémeral government, including its agen

Note: Corporation A manufactures batteries at a location iscvisin. It sells cies and instrumentalities, are insgonsin if the property is shipped from afia,

batteriesto an lllinois retailerwhich operates stores nationwide. The purchaseﬁ,tore,warehouse, factory or other place of stor_age isConsin. i
ordersthe batteries from its lllinois location and directs Corporatid ship the bat (c) Sales other than sales of tangible personapprty attri

teriesto its warehouse in 1&tonsin. These sales are included in the numerator of thgtableto Wsconsin. 1. Sections 71.04 (7) (d) and 71.25((®)
salesfactor since the batteries were shipped toisc@hsin location. Stats. contain provisions for including grossceipts from trans

e. The property is being shipped &seller or purchaser from gctions other than sales of tangible personal property in the
one state to a consignee in another state and is diverted whj|@neratorof the sales factor

enrouteto apurchaser in \igconsin, or the designee of a purchaser 2. Under ss. 71.04 (7) (d) and 71.25 (9) (d), Stats., gross

whois in Wisconsin. receiptsare attributed to W§consinif the income producing activ

Example: Corporation X, a manufacturer located in Supeidsconsin, sells a _jty which gave rise to the receipts is performed wholly withis-W
portion of its manufactured product \a@onsignment arrangement with a retailer—

consigneen Chicago, lllinois. Pursuant to an ordem the Chicago consignee for CONSin. If the income producing activity is performed within and
additionalinventory Corporation X ships via its own trucks additional inventory ofwithout Wisconsin, the receipts are attributed tgsd@nsin in

its product to Chicago. After entering lllinois but before reaching Chicago, the drivi i

receivesinstructions from the consignee to deliver the entire load to a customer%{?cordancavnh subd. 5. . . .
Beloit, Wisconsin. Since the property was shipped to a purchaserisedfisin, the 3. For purposes of this paragrapimcome producing activ

saleis attributable to \lconsin and the gross receipts from the aegeincluded in ity” means the act or acts directly engaged in by the taxpayer for
bOthtzhe Tfug]zatt;;ar: Zinargg:t;r;;\fgr%%o:'?ﬁlfﬁ;agf;te of destinatle Ultimate purpose of obtaining gains or profit. This activity
X pay doesnot include activities performed on behalf of a taxpasiech

]Eiror:r,]thr? sf?le istatrtribvl\Jlterdt:o |‘$¢or}sint ifrther prt'ﬁpsrtly is shfip?erd asthose conductedn its behalf by an independent contractor
om an ofice, store, warenouse, factory or other place ol stora %cordingly, the income producing activity includes but is not

in Wisconsin. The amount included in the numerator of the sa|Sited to the following:

factor shall be at 50% of the sales. For purposes of this subdivi - . .

sion: ~ a. Therendering of personal services by employees or the uti
a. Sales are attributed toi¥¢onsin everthough the taxpayer Ifg?rg%récg gﬁg:gf andntangible property by the taxpayer in per

hasa certificate of authority in the state of destination but the busi ' . . .

nessactivities in the destination state do not result in nexus bas0 rgélT?(? s:r“e' rental, leasing, licensing tise of or other use

onthe standards in saX 2.82. 'IPh P ?I easing. licensing th o ofh "
b. Sales are not attributed toisonsin if the taxpayer is ¢. The rental, leasing, licensing the use ot or other use-of tan

incorporatedn the state of destination other thamsgénsin. gible personal property

3 Ifat g | located in afiaaf inW . d. The sale, licensing the use of or other use of intangible per
- IT'a laxpayeis saiesperson located In ana# I VASCONSIN - 50| property such as patents, copyrights, trademarks, trade
makesa sale to a purchaser in another state in which the taXpaW(?Fnesetc
4

doesnot havenexus and the property is not shipped or delivere For purposes of this paragraph, “costs of perorm

from Wisconsin, the following rules apply: ﬁeg”meansdirect costs determined in a manner consistent with
; h . s nerallyaccepted accounting principles @andccordance with
erty is delivered or shipped, then the sale is in that state. acceptectonditions or practices in the trade or business dfthe

b. If the taxpayer does not have nexus in the statewiroitch  payer.
the property is delivered or shipped, then the sale isisewvisin 5. Receipts from sales, other than sales of tangible personal
andthe amount included in the numerator of the sales factor Srlﬁf“)perty,are in Wsconsin if the income producing activityper
beat 50% of the sale. formedwholly within Wisconsin. If the income producing activ

4. With respect to sales to the federal government: ity is performed partly within angartly without Wsconsin,

a. For the taxable years beginning on or after January 1, 198%eiptsshall be assigned to i¥¢onsin based upon the ratio of
grossreceipts from the sales of tangible personal property areditiectcosts of performing the services insébnsin to the direct
Wisconsin if the property is shipped from afics, store,ware  costsof performing theservices in all states having jurisdiction to
house factory or othemplace of storage in Wsconsin and deliv taxthe business. The following are special rules for determining
eredto the federal government, including its agencies and instmwhen receipts from certain income producing activities are in
mentalities,in Wisconsin regardless of the f.0.b. point or otheWisconsinduring the taxable year:
conditions of sale.For purposes of this section, only sales for a. Gross receipts from the sale, lease, rental or other use of real
which the federal government makaisect payment to the seller propertyare in Vsconsin if the real property iscated in Viscon-
pursuant to the terms of its contract constitute sales to the fedeial
government.Thus, sales by a subcontractor to the prime contrac p. Gross receipts from the rental, lease, licentiieguse of
tor, the party to the contract with the federal government, do ngitother use of tangible personal property shall be assignei$to W
constitute sales to the federal government. consinif the property is within Wéconsin during the entire period

b. For taxable years beginning onafter January 1, 1989, of rental, lease, license or other use. If the property is within and
andbefore January 1, 1990, gross receipts fronsé#ies of tangi  without Wisconsin during the period of rental, gross receipts
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attributableto Wisconsin shall be based upon the ratio which the (2) WHO MAY FILE AN APPLICATION. A corporation together
time the property was used inis%onsin bears to the total time thewith its subsidiary may file an application on or before January 1,
propertywas used in all states having jurisdiction to taxithet  2000to use an alternative method of apportionment under this
nessduring each yearHowevey if mobile property such as auto sectionif all of the following conditions are met:
mobilesand trailers is within and without i¥¢onsin during the (a) The corporation is not a financiabanization aslefined
periodof rental, gross receipts shall be attributed to the situs wheies. 71.25 (10) (a), Stats., a public utility as defined in s. 71.25 (10)
the property is customarily kept or garagagfor property that is (b), Stats., ol tax—option corporation as defined in s. 71.34 (2),
not customarily kept at any location, gross receipts shall be-attrgxats.
utedto the situs wherthe property first comes into the lessee’ () The corporation is a party to a corporate restructuring that
possession. _ _occursafter June 30, 1998 and before January 1, 2000.

c. Gross receipts from the performance of personal servicesc) The corporation retains direct or indirect ownersbfip
areattributable to Wéconsin if the serviceare performed entirely 10004 of the subsidiarg stock andhe subsidiary has not been

in Wisconsin. If the services are performed partly within anghgaged in business in or outside this state since the ditge of
partly without Wisconsin, gross receipts shall be attributable tcorporation.

Wisconsinbased upon the ratio which compensation atiner

directcosts of performing the services irisabnsin bear to total
compensatiorand other direct costd performing the services in
all stateshaving jurisdiction to tax the business during the taxab
year. Where services are performed in a state which does not h
jurisdiction to tax the business, gross receipts are attributed 19,
Wisconsinif the compensation related to performing the services
is allocated to Wéconsin by s. 71.04 (6) (b) or 71.25 (8) BMats.

6. The provisions of this paragraph shall also apply to sal
otherthan sales of tangible personal properdythe federal gov Wisconsin,including the following:

ernment. (a) The full name, address afetleral employer identification

(7) PARTNERSHIPSAND JOINTVENTURES. A partnership ounin  yymperof the corporation applying for the change in apportion
corporatedoint venture is consideregh extension of the partnersment method.

or owners when the partners or owners have more than a passiv. : P

g - . : . The full name, address afatleral employer identification
ownershipinterest in the partnership or unincorporated joint vern, Et))erof the subsidiaries that are a party tF()) tr):e corporate restruc
ture. When this is the case, partnership or unincorporated Jolﬂlting. If this information is not available when the application is
ventureincome or loss shatktain its character as apportlonablq”ed‘ it shall be provided to the department as an amendment to

or nonapportionable income or loss and the paBEOWNESS v anolication ateast 60 days before a return using an alternative
shareof property payroll and sales used to produce apportional ?)portionmentnethod is filed

businessncome or loss shalle included in the partrisror own

er's apportionment factors. If the ownership interest is passive, (€) The corporatiors and the subsidiaries’ taxable yedhe
the partnership or unincorporated joint venture intesaafl be an subsidiaries shall have the same taxable year as the corporation.

(d) As a result othe corporate restructuring, the use of the
allocationand separate accounting method or the apportionment

ethodprescribed under s. 71.25 (6), Stats., would result in an

fair representation of the degree of business activity in this
e,given the same level of sales, payroll and property for the
porationand its subsidiaries.
(3) CoNTENT OF THE APPLICATION. The application shall set
forth a complete statement of the facts and reasons relating to the
$&questto use an alternative method of apportioning income to

investmentwith the apportionment factors being uieafed. (d) The taxable year for which the corporation wishes the
Note: Section Bix 2.39 interprets ss. 71.04 (4), (5), (6), (7). (9), (10) atyisid ~ Changeto become déctive.
71.25(5), (6), (7). (8), (9). (M) and (12), Stats. (e) A detailed description of the corporate structure and busi

History: Cr. RegisterAugust, 1973, No. 212,feB-1-73; cr (1m); r and recr . .
(5) (f) 5., RegisterNovember1973, No. 215; éf1271—73; cr(intro.), RegisterJan nessoperatlons before the corporate res"ucw”ng'
garlyv €%?78, l\(lg) (2f)65(h)d->22)—%—7f)3;2r and rgc(;)lazg?l(sg;aer%ne, 1991,(!(\51)0.(6226,fef (f) A detailed description of the corporate structure lzusi
-1-91;am. s c), (cm) 2. a. an | . b., renum. .c.to : .
be(6) (b) 2. b., RegisteMay, 1995, No. 473, £6-1-95 emeg, am. (3) (a) (intro), €SSOperations after the corporate restructuring.

eff. 9-19-98; am. (3) (a) (intro.), Registdarch, 1999, No. 519, e#-1-99. (g) The present allocation or apportionment method used
Wisconsin.

Tax 2.395 Alternative method of apportionment. (h) A descriptionof the alternative apportionment method
(1) DeriNiTIONS. In this section: requested.

(a) “Corporate restructuring” means the transfer by a corpora (i) A complete and precise statement of the reasons for the
tion of part or all of its property and employge®ne or more sub modification requested, including why the present method does
sidiariesin exchange for 100% of the subsidiargtock. not fairly represent the activities tfe corporation and its subsid

(b) “Corporation” means corporation for profit that is incor iariesin Wisconsin.
poratedunder ch. 180, Stats., or under ke of another state, the  (j) Calculations using data from the most recently filed tax
District of Columbia or a foreign country and is subject to tapeturnprior to July 1, 1998, showing that thésébnsin tax liabil
unders. 71.23 (1) or (2), Stats. ity of the corporation and its subsidiaries using the present method

(c) “Subsidiary” means a corporation that files an applicatig?f allocation or apportionment would resultan unfair represen
underthis sectiorwith a corporation that directly or indirectly tationof the degree of business activity in this state.
owns 100 % of the total value or share of all classes of its stock (k) Calculations using data from the most recently filed tax
outstanding. returnprior to July 1, 1998, showing that thésabnsin tax liab#

(d) “Unfair representation of the degree of business activity ity of the corporation and its subsidiaries ustmgproposed alter
this state” means that the sum of thésWénsin tax liability othe ~ hativemethod of apportionment does not result in lessc@hsin
corporationand its subsidiaries calculated under s. 71.25 (d§anchiseor income tax than the corporation woblel liable for
Stats..exceeds 200% of thei¥¢onsin tax liability that the corpo  Without restructuring.
ration would have owed if corporate restructuring had not (L) Any other information relevant tthe application the
occurredand results in at least $2 million of additionab@pnsin departmentequires othe corporation believes may have a bear

tax liability. ing on the departmestdecision about whether to grant #ppor
Note: This definition applies only for purposes of s. 71.25 (14), Stats. tionmentmethod requested.
(e) “Wisconsin tax liability”means the gross tax computed (m) Whether the corporation is being auditgdthe depast
unders. 71.23 (1) or (2), Stats. mentat the time of the application.
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Note: The application shall be mailed to the following address: Administrator ¢fjlities under s. 71.25 (6%tats., for each of the subsequent tax
the Division of Income, Sales and Excisax€s, isconsin Department of Revenue, ablevyears
P.0.Box 8933, Madison, WI 53708-8933. y .

(4) ALTERNATIVE METHODS OF APPORTIONMENT. The depart  (P) In determining whether a corporation may continue to use
mentmay authorize any one arcombination of the following the alternative method of apportionmetite department shall
alternativemethods of apportionment: look for a continued substantial amount ofefiénce between the

Excluding anv oner more of the propertwavroll and tax liability calculated pursuant to s. 71.25 (6), Stats., and the tax
|(as?f . g any oné properpay liability had the restructuring not taken place. The department
saleslactors. - shallalso consider any additional information the corporation has

(b) Weighting the factors other than 50% sales, 25% propegMbmittedpursuant to sub. (8).
and25% payroll. , (c) If the department finds for a period of at least three consecu

(c) Allocating sales, other than sales of tangible pergmogl  tive taxable years that a substantiference in tax liability as
erty, to the state in which the corporatisitustomers are locateddeterminedin par (b) no longerexists, the corporation may no
for purposes of computing timimerator of the sales factdfor longeruse the approved alternative apportionment method.

purposesf this.paragraph: _ (d) If the department terminatebe approved alternative
1. A sale is allocated to the location where the customapportionmentethod, in a subsequent taxajpar the corpora
receivesthe benefit of the service. tion may request a new alternative method of apportionment. The

2. If the customer receives the benefit of the service in madepartmenshall submit the new proposed alternative method of
thanone state, thgross receipts are includable in the numerat@pportionmento the co—chairpersons of the joint committee for
of the apportionment factor in proportion to thdent the recipi  reviewof administrative rules pursuant to s. 71.25 (14) (c), Stats.
entreceives the benefit of the service in each state. (8) FILING OF RETURN. For each taxable yedhe corporation

(d) Including one or more additional factors which will fairlyandits subsidiaries shall file with theifisconsin corporate fran

representhe corporatior or the subsidiaries’ business activitychiseor income tax returns schedules setting forttcteulations
in this state. requiredunder sub. (6), as well as a calculation of the tax liability

(e) Allowing one method for apportioning the business incon?rlthe corporation and its subsidiaries underis25 (6), Stats.
u

of the corporation and another method for apportioning the bug'€ corporation and its subsidiaries shaitach a copy of the
epartment'sapproval to usean alternative apportionment

nessincome of a subsidiary ) !
; . .. __.__methodto the front of each return filed. Therporation may also

(f) Allowing the corporation and one or more subsidiaries tpc|,de additional explanatory material relative to its business
computetheir Wisconsin tax liability by adding together theiractivity. The returns shall be filed with the departmemtidit
apportionabléncome and apportionment factors, eliminating anyreay.
intercompanytransactions, computing thei$tfonsin tax liability  Note: The address for mailing the returns &udit Bureau, Visconsin Depart
asthough the group were one taxpayer and dividing the combineehtof Revenue, P. Box 8906, Madison, WI 53708-8906.
Wisconsintax liability among the corporations based on their (9) ConripENTIALITY. All documents related to a request for
shareof the groups Wisconsin business income. an alternative method of apportionment shall be subject to the

(g) Allowing any other apportionment method that will fairlyconfidentiality provisions of s. 71.78, Stats.

representhe corporatiors and the subsidiaries’ business activity Note: Section x 2.395 interprets s. 71.25 (14), Stats.
in this state. History: Emeg. cr eff. 9-19-98; crRegisterMarch, 1999, No. 519, fe#i—1-99.

(5) REVIEW OF THE APPLICATION. The department shakview
the information submitted and follow the procedure specified igne
s.71.25 (14) (c), Stats., befossuing a written decision regarding%;

Tax 2.41 Separate accounting method. (1) When the
parateccounting method is used, separate records must be kept
the use of an alternative method of apportionment. The corpo Sstﬂgffrggftﬂ?é ?gﬁziﬁggfé? ?ﬁ: %Sufs?rr] g:g?,‘g?rl]ré ggsiigﬁgsof
:%Oenths:c?” receive written approval before using #iernative incomeand expense must then be allocated to the business within
: andwithoutWisconsin upon a basis or combination of bases justi

(6) YEARSFORWHICH USEOF ALTERNATIVE METHOD OFAPPOR  fied by the facts and conditions. Fexample: the ratio of con-
TIONMENT APPLIES. (&) Except as provided in p&ib), once an sjn sales to total sales usually represents a satisfauasiy for a
alternativemethod ofapportionment has been approved for a taynerchandising business, while ttaio of direct cost of material
ableyear the corporation shall use it for that taxable year and ahdlabor in Wsconsin to the total gives a more accurate result for
subsequentaxable years, unless the department finds th@fuses construction business.
thealternative apportionment methtsdno longer appropriate as (4) Federal income taxes are based upon income and should,
determinedunder sub. (7) (b). ~ therefore,be allocated to Wconsin business on the basis of

(b) Notwithstanding paxa), the aggregate of the corporaion’income. Federal income taxes are deductible for incyears
andthesubsidiaries’ éconsin tax liability shall be the greater ofthrough1974 only on the cash basis, and the allocatid¥igoon-
the Wisconsin tax liability calculated using the approved alterngin business for any yeaherefore, must be based upon the ratio
tive apportionment othe Wsconsin tax liability calculated as if of income within Wsconsin to the total income of the year on
the corporate restructuring had not taken place. which the federal income taxeme assessed, even though that

(7) REVOCATION OF USE OF ALTERNATIVE METHOD OF ApPOR  atio differs from the ratio of the year in which the taxeseater
TIONMENT. (a) 1. If the department upon audit or review finds thatly paid. Federal income taxese not deductible for income
the use of the apportionment method prescribed in s. 71.25 (83ars1975 and thereafter
Stats.,does not result in an unfair representation of the degree of(b) The relationship of the general overhead itemsiszivi-
businessactivity in this state fothe first taxable year for which an sin operations will determine whether the homiicefincome and
alternativemethod of apportionment was approved, the corporaxpenseshould be allocated to theis®onsin business. Miscella
tion and its subsidiaries sha#tcalculate their W¥consin tax lia neousincome, such as income from intangibles and income from
bilities under s. 71.25 (6), Stats. tangibleproperty used in the business, auth overhead items

2. If the department upon audit review finds that the use of asofficers’ salaries, dice salaries, dice rent and sundry fte
the alternative apportionment methodsinbsequent taxable yearseXpenseshould ordinarily be included in the allocation.
is no longer appropriate as determined under(parthe corpora (2) Netrentals receiveftom real estate held purely for invest
tion and its subsidiaries sha#calculate their W¥consin tax lia ment purposes and not used in the operation of the business are not
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subjectto allocation but are taxable in full if the propertyjosated or both,the distance of one mile. For carriage of persons, each
in Wisconsin. Grossentals must be reduced by all expensgsersonshall be considered the equivalent of 200 pounds.

reIatgdto such investment property (2) GENERAL. For taxable years beginning on or after January
Note: S,efﬂgfsg’_‘;flggt?g?éi Ss. 7104 () and 7125 (6), Stats. er 11997, the apportionablacome of an interstate motor carrier of
Novemberi977. No. 263, S1oedgr ) o o +am- REIST personsor propertyor both, doing business inisonsin, shall be
apportionedo Wisconsin on the basis of the arithmetical average
Tax 2.44 Permission to change basis of allocation. of the following 2 factors:

Except when income must be reported on #ygportionment (a) The ratio of the gross receipts from carriage of persons or
basis,permission to make a change either from separate aecoymbperty,or both, first acquired for carriage inistonsin to the

ing to apportionment, ovice versa shall be obtained in writingtotal grossreceipts from carriage of persons or propestyboth,
from the department upon written application setting fanth everywhere.

detailthe reasons why the desired change will more cleellyct (b) The ratio of ton miles of carriageWisconsin to ton miles

the taxpayets Wsconsin income. Such application shd  f carriage everywhere.

mailedto the Wsconsin Department of RevenueQPBox 8906,

; = . (3) SussTITUTION OF FACTORS. Whenever gross receipts data
chg?:lr?gr?éveVIiss 322%6?1906 before the end of the tax year for Whlclg not available the departmemiay authorize or direct substitu

Note: Section Bx 2.44 interprets ss. 71.04 (4) and 71.25 (6), Stats. thn ofa S.Im”ar faCt.QrSUCh as gross tonnage, a.nd.Whene.ver ton
History: 1-2-56, am. RegisteBeptemberl964, No. 105, éf10-1-64; am. Reg Mile data is not available the department may similauthorize

ister, February1975, No. 230, &f3-1-75; am. RegisteBeptember1983, No. 333, substitutionof a similar factarsuch as revenue miles.

eff. 10-1-83; corrections made under s. 13.93 (2m) (b) 6., Stats., isteh, .
1999,No. 519. (em) (&) Ry (4) MERCANTILE AND MANUFACTURING BUSINESSES. Thissee

tion doesnotapply to any mercantile or manufacturing business

Tax 2.45 Apportionment in special cases. Whenthe Which engages in some interstate carriagean incident of the
busines®f any person, other than an interstate professional spdfgrcantileor manufacturing business.
club or “financial Oganization" or“pub“c ut|||ty’ as defined in s. Note: Section Bx 2.47 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats.

e Fan : B History: Cr. RegisterApril, 1966, No. 124, &5-1-66; am. (intro.). Register
71.25(10), Stats., within gconsin is an integral part of a unitary, o\ /673N, 212, e 9-1-73 r. and recrRegisterOctobes 1996, No. 490, f

businessonducted within and without ¥tonsin, but because of 1-1-97.

unusualor unique circumstancéise portion of the income of the

personderived from business transactedifsconsin cannot be 131 2.475 Apportionment of net business  incomes

ascertainedvith reasonable certainty by use of #mportionment of interstate railroads, sleeping car companies and car

formulaprovided in s71.25 (6), Stats., or by separate accountinge companies. (1) DEFINITIONS. In this section:

susstin e pace f someor al e sty apporionment 21055 1609 o catageheans gros ecens

factorsanother factor or other factors as will reasonalplyortion ge of propertyr p (
paymentanade to other railroads as a result of the interchange of

to Wisconsinthe business income properly assignable tsc- é:_%rriagebetween and among railroads. Gross receipts from car

sin. In any case in which an apportionment of business incom : . - . )
madepursuant to this regulation the taxpayarthe time of the fiage includes interline payments received from other railroads.

assessmentyill be apprised of the factors used in the formula (b) “Revenue ton mile” means the movement of one nesfton
adopted. propertyor persons, or both, the distance of one mile, for consider

Note: Section &ix 2.45 interprets s. 71.25 (12), Stats. ation. For carriage of persons, each person $leationsidered the
History: Cr. RegisterDecember1956, No. 12, éf1-1-57; am. RegisteAugust, ~ equivalentof 150 pounds, and the average weight of the contents
1973,No. 212, ef 9-1-73; am. RegisteBeptember1983, No. 333, &f10-1-83,  of head end cars, or “baggage cars,” is considered to be 4 tons.

am. RegisterJuly 1989, No. 403, &f8-1-89.
(2) INTERSTATE RAILROADS AND SLEEPING CAR COMPANIES.

Tax 2.46 Apportionment of business income of With respect to the imposit!on of i¥¢onsin franchise or inpome
interstate air carriers. The apportionable income of arter  taxmeasured by or on net income for taxable years beginning on
stateair carrier doing business inis¢onsin shall be apportionedor after January 1, 1991, the income of a railroad or sleeping car
to Wisconsin on the basis of the ratio obtained by taking the arigpmpanyoperating within and without idtonsin shall bappor
meticalaverage of the following 3 ratios: tionedto Wisconsin on the basis of the arithmetical average of the

(1) Theratio which the aircraft arrivals and departures withifP!lowing 2 factors:
this state scheduled Buch carrier during the calendar or fiscal (&) The ratio of the gross receipts from carriage of property or
yearbears to the total aircraft arrivals and departures within apérsonsor both, firstacquired for carriage in Mtonsin to the
without this state scheduled by such carrier during the sarigdal grossreceipts from carriage of property or persons, or both,
period; provided that in the case of nonscheduled operations @¥erywhere.
arrivalsand departures shdie substituted for scheduled arrivals  (b) The ratio of revenue ton miles of carriag#\isconsin to
anddepartures. revenueton miles of carriage everywhere.

(2) The ratio which the revenue tons handled by such carrier (3) SussTiTuTION OF FACTORS. Whenever gross receipts data
atairports within this state during the calendar or fiscal year beagshot available the departmemiay authorize or direct substitu
to the total revenue torigndled at airports within and without thistion of a similar factarsuch as gross tonnage, and whenever reve
stateduring the same period. nueton mile data is not available the department may similarly
(3) The ratio which such air carriex originating revenue authorizesubstitution of a similar factpsuch as revenue miles.
within this state for the calendar or fiscal year bears to the total(4) Car LINE companiEs. With respect to the imposition of

originating revenue within and without this state for the sam@jisconsinfranchise or income tax measutgdor on net income
period. for taxable years beginning on after January 1, 1991, the

Note: Section Bx 2.46 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats. ; ; : it ; ;
History: Cr. RegisterDecemberl956, No. 12, & 1-1-57; am. (intro.). Register incomeof a car line company operating within and withous W

August,1973, No. 212, f9-1-73. consinshall be allocated or apportioned tés@énsin as provided
ins. 71.04 (4) or 71.25 (6), Stats., andax Z.39.
Tax 2.47 Apportionment of net  business incomes of Note: Section 71.26 (1) (a), Stats., was amended by 1981A4t 39, efective

. f . . for taxable years beginning on or after Jandar§991. For taxable years beginning
!‘nterStat? motor carriers. (1) DerFINITION. In this section, beforeJanuary 1, 1991, railroadsleeping car companies and car line companies
ton mile” means the movement of one ton of persons or propektiéreexempt from Visconsin franchise and income taxation.
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Note: Section &ix 2.475 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats. thatused to depreciate property outsids&nsin, or in any case
o_ictory: Emeg. ct efl. 2-17-92; cr Register August, 1992, No. 440, ®f i which the Visconsin net costannot be ascertained, the depart
' mentshall authorize or diresiome other method of determining
Tax 2.48 Apportionment of net business incomes of the property fractipn that will produce an eguitable result.
interstate pipeline companies. (1) GENERAL. With respect  (€) Leasehold immvements.Leasehold improvements shalll,
to the imposition of Wsconsin franchise or income tax measuref®r purposes of the property factbe treated as property owned
by or on net income, the income of a pipeline company operatiy the taxpayer regardless of whether the taxpayer is entitled to
within and without Visconsin shall be apportioned tddgbnsin  removethe improvements or the improvements revert tdetseor
onthe basis of the arithmetical averagjéhe 3 factors in subs. (3), upon expiration of thelease. The original cost of leasehold
(4) and (5). improvementsiet of amortization shall be included in the factor
(2) DEFINITIONS. In this section: (d) Construction in pogress. Property or equipment under
(a) “Compensation” includes: constructiorduring the tax period, except inventoriable goods in
1. Wages, salaries, commissions amy other form of remu processshall be excluded from the factor urttie property is
nerationpaid ’to emploi/ees for personal services actuallyused by the taxpayer in the regular course of its trade or
. oo business.If the property is partially used by the taxpayer in the
2. The value of board, rent, housing, lodging and other-benggularcourse of its trade or business while under construction,
fits or services furnished to employe®sthe taxpayer in return thevalue of the property to the extent used shall be included in the
for personal services, provided that. these amounts ConSt'tHFSpertyfactor
incometo the recipient under ttfederal internal revenue code for (e) Averaging poperty valuesAs a general rule the “average

theyear for which the payroll factor is computed. In the case \95 ue” of property shall be determined by averaging the value at
employees not subject to the federal internal revenue code, beginning and ending of the tax period, but department
ascitizens of foreign countries employed in foreign countries, thgay v equire or the taxpayer may utilize the averagingiofthly
determinationof whether the benefits or services ConSt'tUtgaluesduring the tax period if monthly averaging is reasonably
incometo the employees shall be made as though the employges jiredto properly reflect thaverage value of the taxpaiger
aresubject to the federal internal revenue code. property. Averagingby monthly values will generally be applied
3. Deductible management or service fees paid, or managesybstantial fluctuations in the values of the property exist during

mentor service fees allocated by the department under s. 71¢48tax period, or where property is acquired after the beginning
(1), 71.30 (2) or 71.80 (1) (b), Stats., to a related corporation, gshe tax period or disposed of before the end of the tax period.
definedin section 267 (f) (1) of the internal revenue code, as Con (4) payroiL Factor. (a) Numerator; denominator The
sideratiortfor the performance of personal services. The recipigfiimeratorf the payrolfactor shall include the total amount paid
of these fees may not include the compensation paid to its empipWyisconsin during the tax period by ttzexpayer for compensa
Ses"‘”th respefc_t to the plelzrfsonal services in either the numeratoigh i the production of apportionable income. The denominator

enom‘lnato_lo lt§"payro actar _ _ shallinclude the total compensation paid everywhere during the

_(b) “Traffic unit” means the transportation for a distance of ongx period by the taxpayer in the production of apportionable
mile of one barrel of oil, one galloof gasoline or one thousandijncome.
cubicfeet of natural or casinghead gas, or other appropriate Me2 1)) Compensation paith Wisconsin. Except as provided in

sureof product. ) par. (c), compensation is paid ini¥¢onsin if one of the following

(3) PROPERTYFACTOR. (@) Numerator; denominator The applies:
numeratorof the property factor shall include the average value ' 1 Theindividual’'s service is performed entirely withinish/
of the real and tangible personal property owned and used by tBgsin.
taxpayerin Wisconsin in the production of apportionable income . i . . . . )

X - . . xample: Corporation A haa terminal located in &tonsin. The compensation
during the tax period. The denommator shall include averages an lllinois resident who works at theisbbnsin terminal is included in the numera
value of all of the real and tangible personal property locateat of the payroll factor since the employeservice is performed entirely inistfon-
everywhereowned and used by the taxpayer in the production - . , L . .
apportionabléncome during the tax period. Property in transit on . 2 Theindividual's service is performed within and without
the date or dates for determining its average value, as descrilféigconsin,but the service performed withoutisonsin is inci
in par (e), shalbe considered to be at its destination, for purposg§ntal to the individuas' service within Wconsin.

of computing the property factohe value of mobile or movable _Example: Corporation B has its headquarters arsdorage and distribution facil
p g property in Wisconsin. Corporation B also has a distribution faclbtyated in Indiana.

pro.per.ty such as c.:or.lstruction. equipment, ,trUCk.s or airplan e manager of the Wtonsin storage and distribution facility spends two weeks dur
which is located within and without WeEonsin during the tax ing thetax year at the storage and distribution facility located in Indiana training the

period shall be determined for purposes of the numerator of thgw facility manager The compensation of theisonsin facility manager is

; d for | ! U dedin th tor of th Il factor b the service performed in Indi
factoron the basis of a ratio of time used, serviced or stored witt3ifhis incidental to the service performed iisgonain P e

Wisconsinto total time used, serviced or stored during the tax 3. A portion of the service is performed withiridsbnsin and
period. However an automobile assigned to a traveling employgge hase of operations of the individual is inséonsin.

shallbe Inc'.qud In .the nume.rator (.)f the factor if the emplayee Example: Corporation C has a salesio¢ located in Wsconsin. A salesperson
compensatiorns assigned to Wconsin under the payroll factor working out of the Visconsin dfice solicits sale# Wisconsin, Minnesota and lowa.

i i Sincea portion of the salesperssrservice is performed Wisconsin and the sales
(b) Valuation. PrOperty owned by the taxpayergenerally person’sbaseof operations is in \¥consin, the compensation of the salesperson is

valuedat its cost net of depreciation andte—offs as determined inciuded in the numerator of the payroll factor

for V\Asponsin fran(;hise or income tax purposes. Any a(jjustments 4. A portion of the service is performedthin Wisconsin and,
to net income which &ct property such as capitalizations of if there isnobase of operations, the place from which the individu
repairs,depreciation or amortization adjustments and adjustme@is service is directed or controlled is indtonsin.
to inventory shall also be included 'n the p_roperty factdihe Example: Corporation D has its regional saleficefin Wisconsin. An lowa resi
valueof depletable propertguch as mines, oil and gas wells andentworks out of her home as a salesperson for Corporation D and solicits sales in
timber. shall be original cost reduced by aaytraction to the lowa, lllinois and Wsconsin. The salesperson is directed ftbe regional sales

! hat depletionh b I d . hall boffice located in Visconsin. The compensation of the lowa salesperson is included
extentthat depletionhas been allowed. Inventories shall bg, e numerator of the payroll factor since a portion of her service is performed in
includedin the factor in accordance with the valuation methodisconsin,she has no base of operations and she is directed fiscovgin.
usedfor Wisconsin franchise or income tax purposes. In any case 5. A portion of the service is performed withiriddbnsin and
in which the property factor is distorted by reason of the taxpayegitherthe basef operations of the individual nor the place from
depreciatingproperty in Wsconsin by a method d#rent from which the service is directed or controlledrisany state in which
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somepart of theservice is performed, but the individsatest (b) The ratio of the total compensation paid to employees
denceis in Wisconsin. locatedin this state to the total compensation paidnmployees

Example: Corporation E is headquartered in and has its sdies of Indiana. Ic_)cated everywhere, determined in accordance with the provi
It has a terminal located inigonsin. A Visconsin resident salesperson solicits salesionsof ss.71.04 (6) and 71.25 (8), Stats., and &x 2.39 (5).
in Wisconsin and Minnesota. The compensation of tligcd¥isin salesperson is « i H "' i
includedin the numerator of the payroll factor since a portion of the salespessen’ Compensat[orpald to employees includes dequctlble maﬂage.
vice is performed in Méconsin, the salesperson is a resident sthsin, and the Ment or service fees paid to a related corporation directly or indi
salespersois directed or controlled from Indiana but performs no service in Indianpecﬂy for the performance of persorﬁﬂrvices, and the situs of

6. The individual is neither a resident of nor performs servicesichfees isin this state if such services are performed in this state.

in Wisconsin, but is directed or controlled fromaffice in Wis-  Therecipient of sucliees shall not include the compensation paid
consinandreturns to Visconsin periodically for business pur to its employees with respect to such personal serviegther the
posesand the state in which tliedividual resides does not havenumeratoror denominator of its payroll factor

jurisdictionto impose income or franchise taxes on the employer (2) If the leasing of tangible personal property represents a
) ﬁx%mmf: Codrporlat_ion Flhas itil sgleﬁili:e in g\ﬁ;consin. CA salespers'(:Jr:j residessubstantiabource of business (apportionable) income, in addition
in Nebraska and solicits sales in Nebraska an ansas. Corporation oes not L i ” i i

nexusin Nebraska or Kansas. Thalesperson returns to theésdbnsin sales &ite f@\tﬁe gros_s I‘eCEIptS described in sub. (1) (a),dbpartment

for two weeks each year for meetings and training. The compensation of FR&Y authorize or direct the use of any other methodfexean

Nebraskasalesperson is included in themerator of the payroll factor since the equitableapportionment of the taxpaysrincome.
salespersois directed from anffice in Wsconsin, returns to sconsin periodically h o N “fi ial
for business purposes and Corporation F does not have nexus in Nebraska. (3) Theterm “finance company” mearsy “financial oga-

(c) Management fee situghe situs of management or servicéization” defined in ss. 71.04 (8) (a) and 71(29) (a), Stats.,
feesdesebed 1 U ) ()3 s i 0 hecitemhe ACSPAN e o s compary
relatedcorporations employees performing the services meet oneHisto'ry: Cr Registor August, 1973, No. 212, eB-1-73: am. (1) (b), Register
of the requirements in paib). July, 1978, No. 271, &f8-1-78; corrections in (1) (b) and (3) made under s. 13.93

(d) Services.An individual shall be considered to be perferm(@m) (b) 7., Stats., Regisidarch, 1999, No. 519.
ing a service in Wconsin during the year if the individual per Tax 250 A . f busi . f
forms services for at least 5 days during the y&are compensa . X 4 bl_ppo_rlt_lpnmentlo Eet usiness mgo(rjn_e o b (2
tion of any one employee may not be split between 2 or more ste% §;Sp§gtc>ertiggat:feuit|lqg|§r?{e o(f ?,pu)éﬁgplg tialﬁig;(’?was dlgfi?]lé 3 i(n )é,
during the year; howevethis does noapply if the employee is > 3 O Mo :
transferrecbr changes positions during the year 71.04(8) (b) or 71.25 (10) (b), Stats., operating within euittiout

Excluded tionC i lated to th Wisconsin,shall be apportioned to i¥¢onsin on the basis of the
(e) Excluded compensationCompensation related to the qiin optained by taking the arithmetical average of the 3 ratios

operationmaintenance, protection or supervisiomestl or tangi ad
ble and intangible personal property used in the production R dvslél-al-g)l(nzs_é;l'm (). (6) and (7) or 71.25 (7), (8) and¥&s.,

nonapportionabléncome, and amounts paid to retired employees 2 Th tionable i f interstate airriersint
shall be excluded from both the numerator and the denominator(2) The apportionable income of interstate irriers,inter

of the payroll factar Except for management or service fees pagaie motor carriers and interstate pipeline companies shall be
to a related corporation, payments madendndependent cen aPPortionedo Wisconsin aprovided in ss. 8x 2.46, 2.47 and

r 2.48,respectively
tractor or any other person not propertyassmable as an Note: Section Bx 2.50 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats.

employeeare also excluded. History: Cr. RegisterAugust, 1973, No. 212,feD-1-73; am. (1), Registgreb
(f) Elimination of factar In any case in which the company haguary, 1990, No. 410, &f3-1-90.
no employees nor pays management or service fees to a related i . .
corporationor in which the department determines that employ Tax 2.505 Apportionment of net  business income of
eesare not a substantial income produdagtor, the department Interstate professional sports clubs.  The apportionable
may order or permit the elimination dfie payroll factor and the incomeof professional sportslubs engaged in income producing
useof the arithmetical average of the other 2 factors to arrive agtivitiesboth inside and outsidei¥¢onsin during the year shall
the Wisconsin apportionment percentage. be apportioned to Wgconsin using an apportionmefraiction:
() Trarrc i racron The numerator shall b the toa£OPOSEE!  propery faclor epresenting 25% of e racton, |
4 L i ; . b
e o L o T epresenting0% Of he fracon cetemined as olows.
during the tax period. (1) PropPERTY FACTOR. The property factor is a fraction as
Note: Section Bix 2.48 interprets s. 71.25 (10) (c), Stats. definedin s. 71.25 (7), Stats. Owned or rented real and tangible
History: Cr. RegisterNovember1969, No. 167, &12-1-69; am. (intro.), Reg personalproperty shall be included in the factor as providesl in

ister, Al t, 1973, No. 212,feP-1-73; . (1) (intro.), (1 , (b ,rand i i
'rifrr.(zﬁfg&s(s), (4) ang (5), Reegistelune"j,migg)l),(II\II1or.O4)2f§,f)egel)l£Q)lf?lr:gg)rinrtgfrj1 to 71.25(7), Stats., and sak 2.39 (3). Minor equipment, such as

restoredropped copy in (3) (e), Registédarch, 1999, No. 519. uniforms, and playing and practice equipment, need not be
includedin the factor
Tax 2.49 Apportionment of net  business incomes of (2) PavroLL FACTOR. The payroll factor is a fraction defined

interstate finance companies. (1) For the calendar year in s. 71.25 (8), Stats. Compensation shall be reportpabsisied
1973, or corresponding fiscal years, and thereattee business in s. 71.258), Stats., and saX 2.39 (4). Bonuses and payments
(apportionablejncome of a finance company engaged in businesBall be included in the payroll factor onporated basis in
within and without Visconsin shall be apportioned tddtbnsin ~ accordancevith Internal Revenue Service Ruling 71-187m.
on the basis of the arithmetical average of the following 2 ratidall., 1971-1. Compensation paid for optioned players $eall
(a) The ratio of gross receipts inisfonsin to the total gross includedin the factor only if paid directly to the player by the-tax
receipts everywhere. “Gross receipts” includes all busined¥Y®'- _ _ S
incomeassociated with the lending of moneytie normal course ~ (3) SALEs FACTOR. The sales factor is a fraction as defined in
of business such as interest, discounts, financgehar feeand s-71.25 (9), Stats. Sales shall be included in the factrdord
servicechages or fees. Gains from salefsassets, chges to a ancewith s. 71.25 (9), Stats., sa¥ 2.39 (5) and the following
relatedcorporationfor personal services of employees and-migules:
cellaneous incomarenot includable in “gross receipts” for the (a) Gate eceipts. Gate receipts includell receipts from
purpose of computingthis factor “Gross receipts” will be gamesplayed at the taxpayar home facility plus any gate
assignedas income to this state if the transaction producing theceiptsreceivedfrom games played away from the taxpéyer
incomewas principally negotiated in this state. homefacility. The numerator of the sales fraction for taxpayers
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whosehome facility is in Visconsin shall include all gate receipts8 of the U.S. Constitution grant®ngress the power to regulate
from games played in its home facilitfhe numerator of the salescommercewith foreign nations and among the several states.
fraction for taxpayers whose home facility is outsidés®dnsin  Statesare prohibited from levying a tax which imposes a burden
shallinclude the percentage géte receipts received from game®n interstate or foreign commerce. Howewhrs does not mean
playedin Wisconsin. stategmnay not impose any tax on interstate commerce. A state tax

(b) Radio and televisiomeceipts. Radio and television Onnetincome from interstate commerce which is fairly attributa
receiptsreceived bythe taxpayer as its proportionate share frofdle to the state is constitutionalN¢rthwestern States Portland
aleagueor association contract with the major communicatiorféeémentCo. v Minnesota; Wiams v Stockhamalves & Fittings,
networksare in Wsconsin in proportion to the number of game#ic., 358 U.S. 450, 79 S. Ct. 357.)
playedin Wisconsin to total games played tye taxpayer covered 2. Section | of thel4th Amendment protects taxpayers within
by the contract during the season. Lotsevision and radio anyclass against discrimination and guarantees a remedy against
receiptsare in Wsconsin if the games are played insébnsin. illegal taxation.

(c) Concession income and miscellaneous inco@ences (b) Federal Public Law 86-2721. Under Public Law 86-272,
sionincome is assigned to the numeratitine concession is oper a state may not imposts franchise/income tax on a business sel
ated within Wsconsin. Miscellaneous income suctpaskinglot  ling tangiblepersonal propertyf theonly activity of that business
income,advertising income, and other similar income is assignélithe solicitationof orders by its salesperson or representative
to the numerator if the activity is conducted withins@énsin.  which orders are sent outside the state for approval or rejection,

(d) Player contracts, franchises, etincome from player con andare filled by delivery from a point outside the state. The-activ
tract transactions, franchise fe@s)d other similar sources shallity must belimited to solicitation. If there is any activity which
be excluded from the numerator atie denominator of the salesexceedssolicitation, the immunity from taxation undBublic

fraction. Law 86-272 is lost.
Note: Section Bx 2.505 interpgets s. 71.25 (6), Stz;s W ) 2. This law enacted by congress in 1959, does not extend to:
History: Cr. Register December1980, No. 300, &f1-1-81; am. (1) tq3 . . . . .
(intro.). (¢) and (d), Registeduly 1989, No. 403, 618-1-89. a. Those businesses which sell services, real estate or intangi
blesin more than one state;
Tax 2.82 Nexus. (1) DeriNiTIONS. In this rule: b. Domestic corporations; or

(a) “Representative” does not include an independent centrac c¢. Foreign nation corporations, i.e., those not incorporated in
tor. A person may be considered a representative even thoughheaUnited States.
or she may not beonsidered an employee for other purposes such 3. f theonly activities in Wsconsin of a foreign corporation
asthe withholding of incoméax from commissions. If a personse|jingtangible personal property are those described in subd. 3.
is subject to thelirect control of the foreign corporation, he or shg_and b. such corporationrist subject to \léconsin franchise/in
may not qualify as an independent contractor undér 86-272. -ometaxes under.B. 86-272:
(Herff Jones Company $tate @ CommissionOregon Supreme a. Usual or frequent activity in 1&consin by employees or

Court,éugulst 23, 1967,' 430 2d 998.) ) representativesoliciting orders for tangible personal property
(b) “Business location” includes a repair shop, parts depayfhich orders are sent outside tisite for approval or rejection.
ment, purchasing dice, employmenbffice, warehouse, meeting b. Solicitation activity by non—employe independent contrac

place for directors, sales fife, permanent sample or displayy, s "conducted through their ownfige or business location in
room, researcHacility or a recreational facility for use of employ Wisconsin

eesor customers. A residence of an employee or representativé .

is not ordinarily considered a business location of the employer (4) WHAT CONSTITUTESNEXUS'. (@) Factors. If a foreigncor
unlessthe facts indicate otherwise. It could be considered a bugprationhas one omore of the following activities in ¥tonsin,
nesslocation under one or more of the following conditions: a poft IS considered to have “nexuahdshall be subject to isconsin
tion of the residence is used exclusively for the business of th@nchise/incomeaxes: _ o _
employerthe employee is reimbursed or paid a flat fee for the use 1. Maintenance of any business location ins&unsin,
of thisspace by the employer; the emplogggtione is listed in the includingany kind of ofice.

yellow pages under the name of the emplotfex;employee uses 2. Ownership of real estate inisonsin.

suppliesequipment or samples furnished by the employer; or the 3. Ownershipof a stock of goods in a public warehouse or on
spaceis used by the employee to interview prospective employonsignmentn Wisconsin.

ees,hold sales meetings, or discuss business with customers. 4 " 5ynership of a stock of goods in the hands of a distributor
(2) BackGROUND. (a) Every domestic corporation (one iRcoror other non—employe representative imsegnsin, if used tdill

poratedunder Wsconsins laws), except thosexempt under s. grdersfor the owneis account.

71.01(3), Stats., and every “licensetreign corporation (one 5. Usual or frequent activity in 1tonsin by employees or

notincorporatedn Wisconsin) is required to file a complete €or .o, o sentativesoliciting orders with authority to accept them.
porationfranchise/income taseturn (form 4 or 5) regardless of 6. Usual or frequent activity in 1&tonsin by employees or

whetheror not business was transacted. h X . L :
representativesngaged i purchasing activity or in the perfor

(b) A foreign corporation is “licensed” if it has obtaineGer ; ; ; A llation |
tificate of Authority from the Visconsin secretary of state to transg;gﬁ%c;fg‘g&\i’g)ﬁgn(g‘cmdmg construction, installation, assembly

act business in this state pursuant to s. 180.801, 1987 Stats. . . . .
“licensed” foreign corporation is presumed to be subject W . /- Operation of mobile storés Wisconsin (such as trucks
consin franchise/income taxes. with driver—salespersons), regardless of frequency
Note: 1989 Ws. Act 303 repealed s. 180.801, Stats. 8. Miscellaneous other activities leynployees or representa
(c) An unlicensed foreign corporation is subjectMisconsin  tives in Wisconsin such as credit investigations, collection of
franchise/incoméaxes if it has “nexus” with Wconsin. The pur delinquentaccounts, conducting training classes or seminars for
poseof this rule is to provide guidelines for determining whagustomerpersonnel in the operation, repair and maintenance of
constitutesnexus”, that is, what business activities are neéated the taxpayets products.
aforeigncorporation to be subject toi¥¢onsin franchise/income 9. Leasing of tangible property and licensing of intangible
taxes. rightsfor use in Viconsin.

(3) FEDERAL LIMITATIONS ON TAXATION OF FOREIGN CORPORA 10. The sale of other than tangible personal property such as
TIONS. (a) Federal constitutional mvisions. 1. Article |, Section real estate, services and intangibles irs@@nsin.
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11. The performance of construction contracts and persotater This treatment shall apply to a refund of tavessultingfrom
services contracts in Mtonsin. anoverpayment of estimated taxwasll as from withheld taxes.

(b) How to obtain ruling. The guidelines in pafa) as to what (4) INTERESTON DEPOSITOF CONTESTEDTAXES. Any refund of
activities constitute “nexus” should not be considered allanamount deposited with the departmputsuant to s. 71.90 (1),
inclusive. A ruling may be requested about a particfilmeign ~ Stats. shall include interest at the rate of 9% per year frondaite
corporationas towhether it is subject to ¥&€onsin franchise/in thefunds were deposited to the date refunded, provided the funds
cometaxes by writing to the Wconsin Department dtevenue, being refunded are from a return which has a filing due date on or
Audit Technical Services Section(P Box 8906, Madison, WI afterNovember 1, 1975.

53708. (5) ExTENsIONPERIODS. If an extensiomf time is granted for
Note: Section &x 2.82 interprets ss. 71.01 (1) and (2) and 71.10 (1), Stats. filing an individual income or a corporate franchise or income tax
L ety E?g?gﬁ[igm‘;’(%lgfsgtg‘g’zlnggé;eln;gg o5 N n®) return,any taxes owing with the return are subject to interest dur
ing the extension period at the rate of 1@é6 year However if
thereturn is not filed or the taxpayer files but failggy the tax
by the end of the extension period, the taxes owing become delin
aﬁentand shall be subject to delinquent intenastler sub. (2)

Tax 2.87 Reduction of delinquent interest rate
under s. 71.82 (2) (b), Stats. (1) PrRoceDURES. The secretary
may reduce the delinquent interest rate from 18% to 12% per yeal- "t and of the extension period until paid
whenthe secretary determ.lnes the reduction fal!’ and equitable, | ote: Any individual income or corporate franchise or income taxes which were
the person from whom delinquent taxes are owing: delinquentbefore November 1, 1975 were subject to delinquent interest at the rate

(a) Requests the reduction in Writing addredsdHe Wscon- of 1% per month from the date the tax became delinquent to October 31, 1975 and
. . ! . at 1.5% per month from November 1, 1975 until paid.
sin Department of Revenue, DelinquerXTCollectionSystem, Note: For any tax refunded from a return which had a filing due date prior to

P.O.Box 8901, Madison, WI 53708. Novemberl, 1975, interest was computed at the rate of 6% per year from the due date

(b) Clearly indicates why it ifair and equitable for the rate of Shihe e o O gg’igegftﬁelgggﬁgiﬁ the @ per year from November 1,

interestto bereduced. Information regarding one or more of the Note: Section #ix 2.88 interprets s31.03 (7), 71.24 (7), 71.44 (3), 71.82 (1) and

factorsunder sub. (2) may be indicated. (2) () and 71.90 (1), Stats.
. - History: Cr. RegisterJanuary1979, No. 277, €2-1-79; rand recr(1), (3) and
(c) Is current in all return aneport filings and tax payments (4), Register September1983, No. 333, &10-1-83; renum(2) to (4) to be (3), (2)

for all matters other than the delinquencies for which interestd(5) and am., ci(4), RegisterJuly, 1989, No. 403, éf8-1-89.
reductionis being sought.

~ (d) Pays the taxes, reduced amount of interest and any pe%E
tiesassociated with them within 30 days of receiving notice fro rtain corporations and persons other than corporations shall

the department of the reduction. makeestimated tax payments. For shiarable years, estimated

(2) FACTORSFORSECRETARY'SCONSIDERATION. In determining  tax payments shall be made in accordance with this section.
whetheran interest rate reduction is fair and equitable, the Secrenote: For taxable years beginning on or after January 1, 1994, and ending before

Tax 2.89 Estimated tax requirements for short tax -
\e years. (1) GENErRAL. Under ss. 71.09 and 71.29, Stats.,

tary may consider the following factors: Aprgi)lgls, 1999, estimated tax includes tieenporary recycling surctge under s.
(a) The taxpayes prior record ofeporting and payment to the 93 Stats. hi L
department. (2) DeriniTIONS. In this section:

i . . (a) “Corporation”includes corporations, tax—option (S) cor
(b) The thpayés financial _condltlon. porations, insurance companies, publicly traded partnerships
(c) Any circumstances which may have prevented paymepatedas corporations in s. 7704 of the internal revenue code, lim

suchas death, imprisonment, hospitalization or other institutiofed liability companies treateas corporations under the internal

alization. revenuecode, joint stock companies, associations, common law
(d) Any unusual circumstanceghich may have caused thetrusts, regulatedinvestment companies, real estate investment
taxpayerto incur the delinquency or prevent its payment. trusts,real estatenortgage investment conduits, nuclear decom

(e) Any other factor which the secretary believes pertinentmissioningtrust funds and virtually exempt entitias defined in
(3) DETERMINATION NOT APPEALABLE. The secretarg’ deter $.71.29 (1) (c), Stats.

minationunder this rule is not appealable. (b) “Estimated tax payable” means the amount calculated
Note: Section Bx 2.87 interprets s. 71.82 (2) (b), Stats. unders. 71.09 (13) or 71.29 (9) or (10), Stats.

. History: Cr. RegisterFebruary1979, No. 278, &f3-1-79; am. (1) (intro.Reg (c) "Persons other than corporations” includes individuals,

ister, Septemberl983, No. 333, éf10-1-83. estatesfrusts other thathose treated as corporations in. f§ay,

partnershipgxcept publiclytraded partnerships treated as cerpo
Tax 2.88 Interest rates. (1) INTERESTON UNPAID TAXES  rationsin s. 7704 of the internal revenue caahel limited liability
WHICH ARE NOT DELINQUENT. Unpaid individual income arorpe  companiestreated aspartnerships under the internal revenue
ratefranchiseor income taxes which are not delinquent but whicfgde.

areassessed bihe department on or after August 1, 1981 shall (d) “Short taxable year” means a period of less than 12 months.
bear interestomputed at the rate of 12% per year from the due (3) NUMBER OF INSTALLMENT PAYMENTS REQUIRED. (a) For

dateof the taxes to the date paid or dellnqyer?t.- . shorttaxable years, the following number of estimated tax install
(2) INTERESTON DELINQUENT TAXES. Any individual income mentpayments shall be made:
or corporate franchise or income tax delinquencies shall include
interestat the rate of 1.5% per month from the date on which the .
taxesbecame delinquent until the taxes are paid. 2. For periods of 2 to 3 months, one.
(3) INTEREST ON REFUNDS. (a) Any refund of individual 3. For per!ods of 4 to 6 months, 2.
income or corporate franchise oncome taxes, where the tax 4. For periods of 7 to 9 months, 3.
beingrefunded is from a return which has a filing due date on or 5. For periods of 10 tollmonths, 4.
afterNovember 1, 1975, shall include interest at the rate of 9% per(b) Except as provided in pdc), for purposes of determining
yearfrom the due date of the retuimthe date paid by the depart the required numbeaf estimated tax installment payments under
ment,except as provided in pgb). par.(a), a portion of a month shall be treated as a full month.
(b) No interest may be allowed on income and frandiaises (c) If a short taxable year terminates befiieend of a month
if the refund is certified on a refund roll within 90 days of the dwnd anothertaxable year begins at that time, for estimated tax
dateof the return or the date the return was filed, whichever occimstallmentpurposes thérst taxable period shall be treated as

1. For periods of one month or less, none.
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endingon the last day of that month and the second taxable perfoghore for the current taxable year may not calculate their estimatecyakle

shall be treated as beginning on the first day of the followirigiderpat (o). .
month. ginning I y wirig (c) Ninety percent of the tax calculated by annualizingake

Note: Refer to the examples of the estimated tax payment requirements for sme income earned for the months in the taxa_ble year endmg
taxableyears involving a portion of a month that follow sub. (7) (b) 4. beforethe due date of the installment. The following special rules
(4) DUE DATES OF INSTALLMENT PAYMENTS FORCORPORATIONS. ~ apply:
For shorttaxable years, corporations shall make estimated tax 1. Corporations which determine their iddbnsin net
installmentpayments on or before the 15th day of eafdhe fob  incomesunder the apportionment method may compute their

lowing months: annualizedncome using the apportionment percentage from the
(a) For periodof 2 to 3 months, the last month of the taxablegturnfiled for the previous taxable yearttie previous yea
year. returnis filed by the due date of the installment for whtble

(b) For periods oft to 6 months, the 3rd and last months of thlglcomeis being annualized and the apportionment percentage on
taxableyear ' that return is greater than zero. A corporation that has at least

. 250,0000f Wisconsin net income for the current taxable year
(c) For periods of 7 to 9 months, the 3rd, 6th and last monthis, 4150 compute annualized income using the apportionment

of the taxable year percentagdrom the return filed for the previous taxable year if the
(d) For periods of 10 tollmonths, the 3rd, 6t8th and last previousyears return is filed by the due date of the 3rd install

monthsof the taxable year ment,the apportionment percentage on that return is greater than
(5) DUE DATESOFINSTALLMENT PAYMENTS FORPERSONSOTHER ~ zero, and the apportionment percentage ugsedomputing the

THAN CORPORATIONS. (@) Except as provided in pars. (b) and (c)first 2 instalments is ndess than the apportionment percentage

for short taxable years, persons other than corporations shall magedon that return.

estimatedax installment payments on before the 15th day of 2. Entities subject to tax on unrelated business taxable income

eachof the following months: andtrusts and estates_shall annuatizr incomes f_or the months
1. For periods of 2 to 3 months, the first month following thi# the taxable yeagnding one month before the installment due
closeof the taxable year date.

2. For periods of 4 to 6 months, the 4th month of the taxable (7) PORTION OF ESTIMATED TAX PAYABLE IN EACH INSTALLMENT.
yearand the first month following the close of the taxable yearThe portion of the estimated tax payable in each installment
3. Forperiods of 7 to 9 months, the 4th and 6th months of t pendson when the taxpayer determines that the taxable year

taxable year and the first month following the closthe taxable Will b€ @ period of less than 12 months and the numbestait
year. mentpayments required, as follows:

4. For periods of 10 tollmonths, thaith, 6th and 9th months (a) If an event that will terminate the taxable year before the

" : dof the 12th month occurs after the taxpayer has begun making
gxtggl éa;ggrle year and the first month following the close of trié;timatectax payments, the initial estimated tax installment pay

mentsshall be based on 25% of the estimated tax payabletheith

(b) If a person other than a corporation files an income gt hayment adjusted for the fdifence between the estimated tax
returnon or before the last day dfe first month following the Jiapility and the amount previously paid.

closeof the taxable year and pays the full amount computed on.

amples: 1) Corporation Byhich has been filing tax returns on a calendar-year
thatreturn as payable, that person need not make the last paym@iié,receives‘ederal approval to change its taxable year to a fiscal year ending on

of estimated tax. July 31. To make the change, Corporation B files a franchise or income tax return
. . . for the short taxable year beginning January 1 and ending July 31. Since this is a
(c) Insteadof making estimated tax installment payments, geriodof 7 months, Corporation B must makestimated tax paymentswanty—
farmeror fisher as defined in s. 71.09 (1) (a), Stats., may either gy percent of the estimated tax shall be paid for each of the instalments due March

; : + 15"and June 15. The balance of the estimated tax shall be paid on or before July 15.
the estimated tax in full by the 15day of the first month after the If Corporation BS estimated tax payable is $80,000, Corporation B must pay

closeof the taxable year or file the tax return on or before the firgto,000,25% x $80,000 estimated tax payable, for edithe instalments due March
day of the 3rd month following the close of the taxable yerat 35 a?dl Jlige 15 and $40,000, 50% x $80,000 estimated tax payable, for the installment
ueJuly 15.
pay the full amount CompUted on that return as payable,' 2) Corporation C, a calendar-year filereges into Corporation D on October 6.
(6) COMPUTATION OF ESTIMATED TAX PAYABLE. Corporations Asa result, Corporation @lles its final franchise or income tax return for the short
and persons other than corporaticnhmll make estimated tax pay taxable year beginning January 1 and ending October 6. Corporation C must make
. K 4 estimated tax payments, each2646 of the estimated tax payable. The instalments
mentsequal to the lesser of the following amounts: must be paid on or before March 15, June 15, September 15 and October 15.-If Corpo

(a) Ninety percent othe tax shown on the return for the taxableationC’s estimated tax payable is $100,000, Corporation C must pay $25,000, 25%

. I 0 X $100,000 estimated tax payable, for each installment.
yearor, if no return is filed, 90% of the tax for the taxable year (b) If an event that will result in a taxable year of less tHn

(b) Forindividuals, corporations having less than $250,000 gfonthsoccurs before the taxpayer has begun making estimated

Wisconsinnet income and estates and trusts having thss 5y nayments, installment payments shall be made as follows:
$20,0000f Wisconsin taxable income for the current taxable,year 1. If one instaliment is due. all ¢fie estimated tax shall be

the tax shown on the return for the preceding taxable, year paid at that time
videdthe taxpayer filed a return for tieeceding year covering 2. If 2 installment payments are due, 75% of the estimated tax

grf]lé"tﬁg ;?;%gtgizg?evg:‘ \?vr;;h: pc)g:irgglt%?éfthis?ﬁg t?)?ztk)llc?vgr? ghall be paid for the first installment and 25% shall be paid for the

onthe returrfor the preceding taxable year may be prorated bas&naininginstaliment.

onthe number of months in the short taxable year 3. If 3 installment payments are due, 50% of the estimated tax

Example: Corporation A receives federal approval to change its taxable year froS allbe pald fc.)r.the.flrSt installment and 25¥tall be pald for each

acalendar year to a fiscgbar ending on June 300 Take the change, Corporation Of the 2 remaining instalments.

A files a franchise or income tax return for the period beginning January 1 and ending i 0, i

June30. On this short—period return, it reports net tax of $8,@&rporation A 4. If4 I.nSta"ment payments are due, 25% of the estimated tax

Wisconsinnet income for the current taxable year is less than $250,000. Therer&Ball be paid for each installment.

its estimated tax payable is the lesser of 90% of the tax stiovts current year return Examples: 1) Corporation E owns 100% of the stock of Corporatiofitié corpe

or 100% of the tax shown on its prior year return, provided it had filed a tax retutitionsfile consolidated federal income tax returns on a calendar—year basis. On

for that year covering a 12-month period. The tax shown on Corporasioatdrn  March 10, Corporation E sells all of the stock of Corporation F to third parties; sever

for the preceding taxable year12-month period, was $6,0000rporation /s esti  ing the afiliated group. For federal purposes, Corporations E and F file a censoli

matedtax payable for the current taxable year is $3,000, $6,000 pridsyaax6  datedreturn for the period from January 1 through March 10. Corporation F files a

months/12months. separatéederal return for the peridtbom March 1 through December 31. Since the
Note: Corporations having ¥&tonsin net income of $250,000 or more for the curtaxableperiod for Wsconsin purposeis the same as the federal taxable yéarpe

renttaxable year and estates or trusts havigr@vsin taxable income of $20,000 ration F must also file 2 short—periodi¥¢onsin returnsFor the first taxable year
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CorporationF must make one estimated tax installment payment for 100% of the esti First 2 First 5 First 6
matedtax liability on or before March 15. For the second short period, Corporation
F must make 3 estimated tax installment payments. Thedyshent for 50% of the
estimatedax liability is payable on or before June 15. Since Martheiast month . .
of the first short period, April is treated as the first masftthe second short period.  Wisconsin net income $300,000 $ 1,400,000 $1,800,000
The second and third payments, each for 25%hefestimated tax, are due on or -

beforeSeptember 15 and December 15, respectiviéiorporation R estimated Annualization factor — 35 14 1167
tax for the period beginning Marci &aind ending December &1$150,000, Corpo ; ;

rationF must pay$75,000, 50% x $150,000 estimated tax payable, for the firstinstall Annualized income $1,050,000 $ 1,960,000 $2,100,600

months months months

Zm;?gttg?rg:r?tzwo’ 25% x $150,000 estimated tax payable, for each of the remaining,nalized gross tax 82,950 154,840 165,947
2) Corporation G buys 100% of the stock of Corporation H on August 29. Bothax credits 9.000 9.000 __9.000

corporations compute their incomes on a calendar-year basis. Corporations G apd .

H file a consolidated federal income tax return for the period from August 30 throug nnualized net tax $73,950 $ 145,840 $156,947

DecembeBl. Corporation H files a separate federal refoirthe period from Jaru Applicable percentage 22 504 45% 90%

ary 1 through August 29. Since the taxable ye#te same for Wconsin and federal
purposesCorporation H musfile 2 short—period Wéconsin returns. For the first - ;

shorttaxable year3 estimated tax installmepayments are required, due on or before Portion of annualized $ 16,639 $65,628 $141,252
March 15, June 15 and August 15wéhty—five percent of the estimated tax shall be

paidfor each of the instalments diarch 15 and June 15 and the balance of the esti 5 :

matedtax shall be paid for the installment due August 15. For the secongetiod, 25% of estimated tax 30,375 60,750 121,500
2 instalments are payable ontmfore November 15 and December 15. Since August omount payable in 0 16.639 60.750
is the last month of the first short period, September is treated as the first month nggceding periods

the second short period. The first installment payment, due November 15 is for 75%

of the estimatedax and the payment due December 15 is for 25% of the estimateghstaliment payable $ 16,639 $44.111 $ 60,750
tax. - — -

Note: After the end of the taxable yegersons other than corporations shall use

(8) ANNUALIZED INCOME INSTALLMENT PAYMENTS. Under ss. scheduleJ and corporations shall use form 4U to determine whether they have made
71.09(13) (d) and 71.29 (9) (c), Stats., taxpayers may compuisficientestimated tax payment&xpayers with short taxable years shall adjust the
estimatedax installment payments by annualizing incomettier - computationsn those forms as provided in this section.
monthsin the taxable year ending before the installment pay Note: Section Bx 2.89 interprets ss. 71.09 (9) and 71.29 (5), Stats.

, . . History: Cr. RegisterDecember1995, No. 480, &f1-1-96.

ment'sdue date. Corporations that are subject to a tax on unre
latedbusiness taxable income and virtually exempt entities may
compute estimated tax installment payments by annualizinr% nsall remuneration for servi Hform n emol
incomefor the months in the taxable year ending beforaigte 1'eansall remuneration for services performeg an employee
onemonth before the dutate for the installment payment. Annufor an employer unless specificabixcepted under s. 71.63, Stats.

alized income installment paymesstsall be computed as follows: ~ (2) The name by which remuneration for services is desig

& Camptaont! s oy s 4SS T, T SAeS oo, s omisos
alizeincome for the annualization period as follows: ; P P

! . . L retirement payand supplemental unemployment benefits are
1. Compute the Wconsin net income fahe annualization \yageswithin the meaning of the statute if paid as compensation

period,excluding adjustments which remain constant fp@miod  to “services performed by the employee for the empleyee’

to period,such as net business loss carryforwards and the am%ﬂwployer.

zationof adjustments for changes in the method of accounting. 3) Thebasis upon which the remuneration is paid is immate

2. Calculate theannualization factor for the annualizatioryja| in determining whether the remuneration constitutes wages.

Tax 2.90 Withholding; wages. (1) The term“wages”

numberof months in the annualization period. the profits, and may be paid hourlgiaily, weekly monthly or
3. Multiply the amount computed in subd. 1. by the annualizannually.
tion factor computed in subd. 2. (4) Generallythe medium in which the remuneration is paid

4. Subtract from the result in subd. 3. any adjustmenitssalso immaterial. It may be paid in cash or in something other
excludedfrom the calculation ofVisconsin net income in subd. thancash, as, for examplstocks, bonds or other forms of prop
1. which remain constant for each period. Individuals sklati erty. Howevers. 71.63 (6) (i), Stats., excludes from wages remu
subtract the standard deduction. nerationpaid in any medium other than cash for services ribein
Example: Corporation & taxable year begirinuary 1 and ends May 10. It hasCOUrseof the employes trade or business. If services are paid for
Wisconsinnet income of $200,000 for the perisdm January 1 through February in @ medium other than cash, the fair market value of the thing
28. Corporation ¥ annualization factor for that period is 2.5, calculateditigling kenin payment is the amount to meluded as wages. If the ser
the 5 months of the taxable year by the 2 months of the annualization period. '|Iﬁ1e . . . : .
annualizedincome for that periods $500,000, which is $200,000istionsin net  VICeswere rendered at a stipulated price, in the absence-of evi
incomex 2.5 annualization factor denceto the contrarysuch price will be presumed to be the fair
(b) Computation of installment paymenf&xpayers shall cal valueof the remuneration received. If a corporation transfers to
culatetheir estimated tax installment payments basednmual  its employees its own stock as remuneraf@rservices rendered

izedincome for the annualization period as follows: by the employee, the amount of such remuneration is thedair
1. Determine the gross tax on theount calculated under k€t value of the stock at the time of the transfer
par.(a). (5) Remuneratiorior services, unless the remuneration is spe

2. Subtract from the gross tax under subd. 1. any allowatjfically excepted by the statute, constitutes wages even though at
tax credits, excluding estimated tax paid. thetime paid the relationship of employer and employee no longer

) . . xistsbetween the person in whose employ the services were per
3. Multiply the net tax computed in subd. 2. by the appllcab%rmedand the indir\)/idual who performgd ¥hem. P

percentagdrom sub. (7). (6) In general, pensions and retired pay are wages subject to

Example: CorporatiorK, a calendar year filemeges into Corporation L on July , . _ ;

14. Corporation K elects the annualized income methoddtermining whether it W'tthIdmg' So~—called pensions award_ed by one t(_)_Whom RO ser
paidsuficient estimated tax. Corporations\sconsin net income is $300,0a8  Viceshave been rendered are mere gifts or gratuities and do not
thefirst 2 months of the taxable ye&d,400,000 for the first 5 months of the taxableconstitutewage&

year,and $1,800,006or the first 6 months of the taxable ye&orporation K has . . . .
$9,0000f tax credits and its net tax due for the year ending July 14 is $135,000. (7) Amountspaid specifically—either as advances or reim
Therefore Corporation K$ estimated tax payable is $121,500. For Corporétisn bursements—fotraveling or other bona fide ordinary and neces
7-monthyear the annualization factors are 3.5 (7 months/2 months), 1.4 (7 month : ; :
months),and 1.167 (7 months/6 months). Corporation K calculates its required e ryexpenses incurred or reasonably expected to be |ncu_rred n
matedtax payments as follows: the busines®f the employer are not wages and are not subject to
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withholding. Traveling andother reimbursed expenses must bandthe department of revenue with one legible copy of a written
identified either by making aeparate payment or by specificallystatementadapted to the fiscgkar but otherwise consistent with
indicatingthe separate amounighere both wages and expensé¢he written statement referred to in ss. 71.65 (1) and 7@Yy,1
allowancesare combined in a single payment. Stats.,and the employee files a copy of the statement algtig

(8) Amountsof so—called “vacation allowancegaid to an thefiscal year return.
employeeconstitutesvages. Thus the salary of an employee on H?stt% S_Gg'rogzﬁsf-?b;tcegpggg- Kltﬁgyéfffl(_lgé?;g Sg(ﬁgéélbﬁgrStatS-
vacation,paid notwithstanding the absence from work, censtig7s no. 230, of 3-1.75. am. Registeduly 1989, No. 403, éf6—1-80
tuteswages.

(9) Any payments made by @mployer to an employee on Tax 2.92 Withholding tax exemptions. (1) An
accountof dismissal, that is, involuntary separatfoom the ser employeemayclaim the same number of withholding exemptions
vice of the employegrconstitutes wages regardless of whether for Wisconsin as are allowable for federal withholding purposes.
employeris legally bound by contract, statute otherwise to The maximumnumber of federal exemptions allowable is eom
makesuch payments. putedby completing a federal form W-4, “Employe&\thhold-

(10) Any amount deducted by an employer from the remundP9 Allowance Certificate.” An employee claiming the same hum
ation of an employee is considered to be a part of the employeer of exemptions for both state and federal purposes is not
remunerationand is considered to be paid to the employee Kduired to complete a formNT-4, “Employees Wsconsin
remuneratiorat the time the deduction is made. It is immaterid}/ithholding Exemption Certificate.” An employaeho claims a
that any act or law requires or permits such deductions. ifferentnumber of withholding exemptions fori§¢onsin than

(11) The term “wages’ includes the amount paid by aE}sr federal withholding purposes shall provide drisher employer

employeron behalf of an employee, without deduction fribra ith a completed form WT_4'_ L
remuneratiorof or other reimbursement from the employee, on_(2) An employee who had incurred Rdsconsin income tax
accountof any tax imposed upon the employee by any taxir{‘gb'“ty for the preceding taxable year and anticipatetsandity
authority. r acurrenttaxable year shall be exempt from withholding if the
(12) The value of any meals or lodging furnished to a mployeeprovides his or her employer with a completed form

employeeby an employer is not subject to withholding if the valu -4, "Employees Wisconsin Vithholding Exemption Certi

A 4 te”which shows a claim for total exemption. For this purpose,
gmgﬁ)%ﬁﬁ (?érlc:ﬂg'g?(;sigiﬁcrlgdgﬁfifr:?errngerg\r/%snig'%%rgee 0; ax liability is “incurred” if the employee had for the preceding
definedin s. 71.01 (6), Stats. %/ear,or anticipates for the current yeamet Wsconsin income

L e . . tax due, i.e., gross tax less personal exemptions orsaowsin
(13) Ordinarily, facilities or privileges, such as entertainmentetyrn. If an employee is married, theistfonsin marital property

medicalservices, or so—called “courtesy” discounts on purchasggys fortax computation shall be considered in determining if the
furnishedor offered by an employer to employees generaltg employeemay claim this exemption.

not considered as wages subject to withholding, if the facilities (3) (a) Effective April 1, 1979, an employee may enter iato

ggﬁfgﬁ; ?Lee Oefrrrlgllgg\é?l);nz?;?y Z?L;e rﬁggniri?ggor%roziurrg tliv?:itten agreement with his or hemployer to withhold a lesser
. P ountof tax than indicated in the withholding tax tables, if the
health,gopd will, con_t_entme_nt_ormhency of employees. employee determines the lesser amount approximates the
(14) Tipsor gratuities paidiirectly to an employee by a €uUs employee’santicipated income tax liability for the yeaForm
tomer of an employeare excepted from withholding only if thewyT-4A, “Wisconsin Employee Whholding Agreement’shall
tips are non—cash tips or if the cash tips received during the coukg&,sed for this purpose and a completed coptpefiorm shall
of a month are less than $20. be sent by the employee to the department within 10 days after it
(15) Withholding is not required: is filed with the empioyer If the employee fails to notify the
(a) Upon amounts paid to an employee by the empleyedlepartmentvithin the required 10 days, he or she shaBigect
employerunder a wage continuation plan for a period durin a penalty of $10, as provided by s. 71.20 (22) (c), Stats.
which the employee is absent from work account of personal  Note: 1987 Ws. Act 312 repealed s. 71.20 (22), Stats.
injuries or sickness if such amounts aeempt from withholding  (b) The agreement between the employee and employer shall
taxationunder the internal revenue code, as defined in s. 71.01 {B)renewed each yeaForcalendar year taxpayers, the agreement
Stats. expireson April 30 of the year immediately following the year in
(b) When, as provided by s. 71.66 (3), Stats., an employee ¢dpichit was entered intoFor fiscal year taxpayers, the agreement
tifies to an employer that the employee incurred no liability fg#*Pires4 months following the close dlfie fiscal year in which
income tax for the preceding taxable year and anticipates riftterednto. o renew the agreement, an employee shall provide
incurring a liability for the current taxable year anew form WT-4A to his or her employer and submit a copy of
Note: Section Bix 2.90 interprets ss. 71.63 and 71.66 (3), Stats. the completed form to_the department as provided _In(l?lar If
History: Cr. RegisterJanuary 1963, No. 85fe2-1-63; rand recr(12), cr(15), a new form WT-4A is executed before the expiration dates

RegisterMarch, 1966, No. 123 £f4-1-66; am. (2), (14) and (15), Registéuly, i i i i
1978,No. 271, eff 8-1-78; am. (1), (4), (5), (8), (12), (13) and (15), Regisily describedn this paragraph, it shall supersede the previous-agree

1989,No. 403, eff 8-1-89. ment. _ .
) _ ] (c) If the department determindsat an agreement is incem
Tax 2.91 Withholding; fiscal year taxpayers. plete,incorrect, or would result in an insiefent amount ottax

(1) Exceptas provided in sul§2), amounts withheld pursuant tobeingwithheld, the department may void the agreement by notifi
ss.71.64 and 71.67, Stati,any calendar year shall be allowedtationto the employer and employee.
as a credit for the taxable year beginning in the calendar fear  (d) Section 71.20 (16), Stats., provides that any employee who
morethan ondaxable year begins in a calendar yés amount entersinto an agreement with the intent to defeat or evade the
shallbe allowed as a credit for the last taxable year beginninggroperwithholding of taxshall be subject to a penalty equal to the
that calendar year differencebetween the amount requiréal be withheld and the

(2) Any employee who reports income for taxation to the statgnountactually withheld for thgeriod that the incorrect agree
of Wisconsin on a taxable year othiban the calendar year shallment was in déct.
be allowed as a credit fahe fiscal year amounts withheld by his Note: 1987 Ws. Act 312 repealed s. 71.20 (16), Stats.
or her employer in théiscal yeay provided the employeon or (e) Under s. 71.20 (22) (e), Stats., any employee who willfully
beforethe end of the first month following the close of fiseal supplies an employer with false or fraudulent information regard
year,shall voluntarily furnish the employee with 2 legiblgpies ing an agreement with the intent to defeat or evadepthper
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withholding of tax may be imprisoned not more than 6 months oru_ote: Segiolg B 2-9'§Sbinterp{S;SgS-N71-238(2gf(3d)iS;gtS- 1) (o R
1 i istory: Cr. RegisterFebruary , No. s —1-79; am. intro.Reg
fined not more than $500, plus the costs of prosecution, or bogller,September.l.QSB, No. 333 6f10-1-83

Note: 1987 Ws. Act 312 repealed s. 71.20 (22), Stats.

Note: Forms WT-4 and WT-4A may be obtained by meguest to \léconsin

Department of Revenue,@ Box 8903, Madison, WI 53708. Tax 2.94 Tax-sheltered annu.ltles' (1) GENERAL. (a)
Note: Section Fix 2.92interprets ss. 71.66 and 71.83 (1) (a) 5. and (b) 4. and (Bayment_smr a tax—sheltered annuity purchase_d for an employee
(a)5., Stats. by a public school system or by arempt educational, charitable

History: Cr. RegisterNovember1977, No. 263, &f12-1-77; am. (1) and (2), ai i i i
1. (3), RugisterSentemben 83, No- 333, 110-1-63: am. (1x2) and (9. Rég. ©" religious oganization, which are excludable from the employ

ister, July, 1989, No. 403, &f8—1-89, ee’sgross income in the year of payment under s. 403 (thjeof
internalrevenue code, are also excludable in the year of payment
Tax 2.93 Withholding from wages of a deceased for Wisconsin income tax purposes.
employee and from death benefit payments. (1) Gen- Note: The exclusion from gross incoras provided in sub. (1) (a) idegtive Jan

- f - 1, 1965, when \&tonsin adopted the intermalvenue code as the basis for eom
ERAL. Section 71.64 (1) (a)' Stats., requires employers to withh @mgV\ﬁsconsin taxable income. Payments prior to January 1, 1965, were taxable

Wisconsin income tax from payments of wages “to an employeer. Wisconsin income tax purposes.
Varioustypes of payments are made to the estate or to bereficia (b) All benefits paid under tax sheltered annuity contracts,
riesof a deceased employee which resulted from the deceased peifuding withdrawals, death benefits or annuitias included in
son'semployment. The department shall follow the federal-intefederaltaxable income when received. Thés@dnsintreatment
nal revenue servics’policy in determining whether withholdingis described in subs. (2) and (3).
of income tax is required from these payments. (2) MILWAUKEE CITY AND COUNTY EMPLOYEE AND STATE
(2) PAYMENTS SUBJECTTO WITHHOLDING. An uncashed check TeacHERS RETIREMENT sysTEMs. Normal retirement benefits
originally received by a decedent prior to the date of death argteivedfrom systems enumerated in s. 71.05 (1) (a), Stats., are
reissuedsubsequently to the decedenpersonatepresentative exemptas provided by that section. The exemption is limited to
shallbe subject to withholding of &tonsin income tax. paymentsrom theaccounts of those persons who were members
(3) PaYMENTS NOT SUBJECTTO WITHHOLDING. Thefollowing  of any of the systems on December 31, 1963, or who were retired
typesof paymentgo a decederst’personal representative or heiffrom any of the systems on or before December 31, 1B#68v-
shallnot be subject to withholding of i8¢onsin income tax:  ever, benefits received from tax-sheltered annuity deposits
(a) Payments representing wages accrued to the date of déi@fcribedn sub. (1) administered by these systems do not qualify
but not paid until after death. for the exclusion from \consintaxable income provided by s.
(b) Accrued vacation and sick pay 71.05 (1) (a), Stats. dx-sheltered annuity benefits shak
o includedin gross income for YWconsin income tax purposes as
(c) Termination and severance pay ___ theyare for federal income tax purposes, except as provided in
(d) Death benefits such as pensiamuities and distributions sub.(3).
from a decedend’interest in an employsrqualified stock bonus (3 grare TEACHERSRETIREMENT SYSTEM. (a) Tax—sheltered

planor profit sharing plan, as provided in s. 71.63 (6) (), Statsynnyitybenefits receiveby retired teachers on and after January

Note: Section ax 2.93 interprets ss. 71.63 (6) (j) and 71.64 (1) (a), Stats. : ; ; ;
History: Cr. RegisterFebruary1978. No. 266, €13-1-78: am. (Land (3) (d), 1, 1974, shall be included in taxable income. No subtraction mod

RegisterJuly, 1989, No. 403, &f8-1-89. ification from federal adjusted gross income mayaéatewed,
exceptas provided in pagb).
Tax 2.935 Reduction of delinquent interest rate (b) If a school system purchased a tax—sheltered annuity for an

under s. 71.82 (2) (d), Stats. (1) PRocEDURES. The secretary employeeprior toJanuary 1, 1965, and the employee paids W
may reduce the delinquent interest rate from 18% to 12% per yeahsinincome tax on thtax—sheltered annuity deposit which was
whenthe secretary determines the reduction fair and equitableugiedto pay the 1964 annuity premium, a subtraction modification
the person from whom delinquent taxes are owing: unders. 71.05 (6)b) 3., Stats., shall be allowed for the tax—shel
(a) Requests the reduction in writing, addregsdte Wscon- teredannuity benefits received on or after January 1, 1974, which
sin Department of Revenue, DelinquertxTCollectionSystem, are included in federal adjusted gross income and upon which the
P.O.Box 8901, Madison, WI 53708. employeepreviously paid a \fgconsin income tax. The allowable

(b) Clearly indicates why it ifair and equitable for the rate of Subtractionmodification is the amount of deposit on which the

interestto bereduced. Information regarding one or more of thé/isconsintax was previously paid less that portion, if avfithe
factorsunder sub. (2) may be indicated. tax—shelteredannuity benefits excludable from Mtonsin tax

(c) Is current in all return aneport filings and tax payments ableincome because of receipt prior to January 1, 1974.

i i i i xamples: In each example belgwssume the employee is a taxpayer who files
fozJI allt'me_ltt%rs_ other tt;ftm the delinquencies for which |nterg§)t(5retumS on a calendar year basis,
reauctionis being .SOUQ n . 1) An employee made a deposit of $200the purchase of a tax—sheltered annuity
(d) Pays the withholding taxesduced amount of interest andn 1964, andthis amount was included inig¢onsin taxable income. When the
H H i ithi ivileployeeretires after December 31, 1973, a subtraction modification under s. 71.05
any penaltles associated with them Wlth.m 30 days of rece"’”?g] (b) 3., Stats., is permitted for the first $200 of tax—sheltered annuity benefits
noticefrom the department of the reduction. received. All subsequent benefits are taxable with subtraction modification

(2) FACTORSFORSECRETARY'SCONSIDERATION. In determining a”o‘)"’id- | e & denositof $300th oot eltered anm
; ian i i i n employee made a deposit 0 e purchase of a tax—sheltered annuity
whetheran Inte.reSt rate redu.Ctlon IS falrl and eqUItable’ theseq 1964, and this amount was included irs&8nsin taxable income. The employee
tary may consider the following factors: retired prior to January 1, 1974, and $120 of the benefits received were not included
d i in Wisconsin taxable income. A subtractioodification under s. 71.05 (6) (b) 3.,
(@) The taxpayes prior record ofeporting and payment to theStats..,is permitted for the next $180 ($300 — $120) received after December 31, 1973.
department. All subsequent benefits are taxable with no subtraction modification allowed.

(b) The taxpayes financial condition. 3) An employee made a deposit of $160the purchase of a tax-sheltered annuity
. . in 1964, and this amount was included ifs®@nsin taxable income. The employee
(c) If the taxpayer is a natural person, any circumstances Whi itedprior to Januan, 1974, and treated $200 of the benefits as nontaxable for
may have preventgehymentsuch as death, imprisonment, hespiwisconsinincome tax purposes. All the benefitgeived after December 31, 1973,
i i i Huti i i aretaxable with no subtraction modification allowed.
talizationor other |nst|_tut|onallzat|on._ Note: Section ax 2.94 interprets s. 71.05 (1) (a), Stats.
(d) Any unusual circumstanceghich may have caused the History: Cr. Registey April, 1978, No. 268, é5-1-78; r (1) () and (3) (b),

taxpayerto incur the delinquency or prevent its payment. renum.(1) (b), (c) and (3) (c) to be (1) (a), (b) &8 (b) and am. (a) and (3) (b), am.
(e) Any other factor which the secretary believes pertinentfz) and (3) (a). Registedune, 1991, No. 426,fe7-1-01.
(3) DETERMINATION NOT APPEALABLE. The secretarg’ deter Tax 2.95 Reporting of installment sales by natural
minationunder this rule is not appealable. persons and fiduciaries. (1) GENERAL. The Wsconsintax
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treatmentof installment saleby natural persons and fiduciariegocatedoutside Visconsin was sold on the installmenethod prior to taxable year
is determined under the internal revenue codefecetinders.

71 01(6) Stats. Installment sales may be made of either rea ) The portion of each installment payment that represents gain is not taxable by
’ ! : iIsconsin regardless of whether the seller is a residemdroesident of \lconsin

personalproperty Because fo_r Wconsm_ purposes, at t_he time_atthetime payments are received, regardless of whether the payments are received
of the sale, theeller may be either a resident or nonresident, amdl975 or in any subsequent year

the property maybe realty or personaltyangible or intangible,  2) The portion of each installment payment that represents interest income is tax
andmay be located within or withoWisconsin, special sitda able by Wisconsin if the seller is a Mtonsin resident at the time payments are

; . . X received. If the seller is monresident of \lBconsin at the time payments are received,
tionsthat are not addressed in the internal revenue COd@IiS&Y theinterest portion is not taxable byistonsin.

which affect the reporting of the sale. (5) TAXATION OF PROCEEDS FROM SALE OF INSTALLMENT

(2) SiTusorincomE. Unders. 71.04 (1) (a), Stats., all incomeosLicaTION. If the sale of an installment obligation, i.e., an4ndi
or loss of residenindividuals shall follow the residence of thevidual's right to unpaid instalments from the sale of property
individual. A nonresidens income or loss derived from the saleccurswhile the seller is a Wconsin resident, gain or loss on the
of real property or tangible persomabperty follows the situs of saleis taxable by Wéconsin. Internal revenue code s. 453B-pro
the property Interest income of a nonresident and income fromides that any gain or loss resulting from the disposition of an
the sale of intangible personal property follows thdividual's installmentobligation shall be considered as resulting from the
residence. saleor exchange of the property in respect of which the install

(3) TAXATION OF PROCEEDSFROMINSTALLMENT SALE OFINTAN- ~ Mentobligation was received. Therefore, if the sale of an install

GIBLE PERSONALPROPERTY. (@) Resident sellerlf the seller is a Mentobligation occurs while the seller is not aseénsinrest
Wisconsinresidentthe portions of each installment payment the#ent, gain or loss on the sale is taxable bisstinsin where the
representgain and interest income from the sale which afBstallmentobligation resulted from thsale of real property or
receivedwhile the seller is a resident of this state are taxable Eyngiblepersonal property located inigonsin.

Wisconsin. If the resident seller abandongs@bnsin domicile Example: In 1990an lllinois resident sells &tonsin real estate for $140,000.
and establishes residence in another state, neitieegain nor Theadjusted basis of the propeisy$70,000 which results in a gross profit percent

. . . . . . ageof 50%. The seller receives a down payment of $40,000 and an installment note
interestpayments receivegthile a nonresident is taxable byiSA/  of $100,000 for the balance. In 1991, after receiving a $60,000 paymentpointihe

consin. pal plus interest of $4,000, the installment obligai®sold for $45,000. The sefter
. . . . . Wisconsintaxable income from these transactions is as follows:

(b) Nonresident sellerlf the seller is not a Wconsin resident, Wisconsin
the portions ofeach installment payment that represent gain and Income
interestincome from the sale are not taxable bigtinsin. Ifthe  1990- seliing price $140000
sellersubsequently becomesMdsconsin resident after the sale, Wisconsin adjusted basis 70,000
the portion of each installment paymemeteived after becoming Gross profit $70,000
a Wisconsin resident representing gain is not taxable isg -
sin, but the portion representing interest on the installmentisiote Gross profit percent 50%
taxableby Wisconsin. Down payment received $40,000

(4) TAXATION OF PROCEEDSFROM INSTALLMENT SALE OF REAL Profit reportable (50% x $40,000) 20,000 $20,000
PROPERTYOR TANGIBLE PERSONALPROPERTY. Upon the sale of real
propertyor tangible personal property reportaatler the install Total Wisconsin Income $20,000
mentmethod:

(a) Wisconsin poperty. 1. If the property is located in Mton-  1991- Payment on principal received $60,000
sin and the seller is a Mtonsin resident, thportion of each Profit reportable (50% x $60,000) 30,000 $30,000
installmentpayment that represents gain amterest income from Interest received 4,000 -0-
the sale is taxable by i&consin. Sale of installment obligation:

2. If the property is located in M€onsin and the seller is not Selling price 45,000
aWisconsin resident, the portion of each installment payment that ~ Less basis — unpaid balance of
represents gain is taxable bysabnsin. Interest income of a non $40,000 less unpaid profit due
residentis nottaxable by Visconsin. of $20,000 ($40,000 x 50%) 20,000
idai Gain on sale of installment
(b) Out-of-state poperty. For property located outsideis¥ obligation (545,000 — $20,000) 25,000 25,000

consinwhich is sold in taxable year 1975 or thereafter:

1. If the sale occurs while the sellerasMsconsin resident  Total Wisconsin Income $55,000
andthe seller is &\Visconsin resident at the time installmentpay note: Section Bix 2.95 interprets ss. 71.01 (6) and 71.04 (1) (a), Stats.
mentsare received, the portions of each of these installment payHistory: Cr. RegisterJanuary1979, No. 277, &2-1-79; rand recr(2) and (5)

i i i (b) 2.a. and b., am. (4) (a) and (b), (5) (b) 1.a., RegiStptemberl983, No. 333,

mentsthat represent gain and interest income fromsétieare tax ;g 98 Ae > S0 £ 8 N0 o O o & and b.. renum. (3) (b)
abl_eby V\Ascon_sm. Howeveif the seller no |0n_ger is ai¥¢onsin o pe (2) and am., renum. (4) to (8 and am., renum. (5) (intro.) (a) to be (4) (intro.)
residentwhen installment payments are received, the portions (@f),renum. (5) (b) 2. (intro.) a. and b. to be (4) (b) (intro.) 1. and 2. and am., renum.
eachof these installment payments that represent gaiinégrgst (6) to be (5) and am., Registédarch, 1991, No. 423, #-1-91.

incomefrom the sale are not taxable bysabnsin.

2. Ifthe sale occurs while the seller is adhisconsin resident 18X 2.955 Credit for taxes paid to other states.
andthe seller is avVisconsin resident at the time installment-paylt). DEFINITION. In this section, “state” means the &iites of the
mentsare received, the portion of eachtbé installment pay nited States and the District @folumbia, but does not include
mentsthat represents gain is not taxable bigabnsin, but interest thecgénmonwealth of Puerto Rico or the several territoriga-or
incomefrom the sale is taxable. Howewéthe seller is not a W- nizedby Congress. ) )
consinresident at the time installment payments are received, the(2) CREDITSALLOWABLE. (&) Except as provided in sub. (3),
portionsof each of these installment paymethiat represent gain anincome tax credit may be claimby a Wsconsin resident indli

andinterest income from the sale are not taxable bscovisin.  vidual, estate, or trust for any net minimum tax or income tax paid
Note: For taxable years prior to 1975, s. 71.07 (1), Stats., provided thatgor WLO @nother state upon incoroéthe individual, estate or trust tax

consin income taxation purposes, incoandoss derived from the sale of real prop ableby that state.

erty or tangible personal propeifiyllowed the situs of the propertynterest income . . . .
andincome or loss from the sale of intangible personal property followed the individ (b) Except as provided in sub. (3), an income tax credit may

ual'sresidence. Therefore, if real property or tangible personal property which wa€ claimed by a Wéconsin resident shareholder in a tax—option
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(S) corporation for any net minimutax, income tax, or franchise guarterpayment of $50 being madeJanuary 1993. The lowa income of $4,000 is

f repprtedas income on the 1992 lowa ands@énsin returns. The 1992 lowa income
tax paid bythat shareholder to another state on or measured ¥ shows the following:

incomeof the tax—option (S) corporation. 1992 lowa Return
(3) CREDITSNOTALLOWED. An income tax credit may not be lowa Rental Income $4,000
allowedfor: lowa Net Bix $ 185
(&) Income tax paido lllinois, Indiana, KentuckyMichigan Estimated @x Payments _ 200
or Minnesota on personal service income earned in these states Refund $ 15
includedunder a reciprocity agreement. The taxpayer may claim a credit for net income tax paid to other states of $185
Note: Refer to s. @x 2.02 for information concerning reciprocity on the 1992 Wéconsin return, even though a part of the tax was paid in 1993.

. . . . Note: Section Bx 2.955 interprets s. 71.07 (7), Stats.
(b) Minimum tax or income tax pald to another state on Ir‘com(:"History: Cr. RegisterDecember1978, No. 276, &1-1-79; am. (4) (b), Regis

considered neither taxable income\Wdsconsintax purposes nor ter,dJanuary1981,3No. 301b, éf%—lESl; {1 (2) (@) and (b), (3)S (b), amb (2)9(§%, (3) (d)
i i i V i i and(4), renum. c) to be ,and recr(5), RegisterSeptemberl , No.
atax {oreference item in treomputation of the Wconsin mini 3335& . 10_1_8(3 ;) a( m) AW 2(),)(§, ))(a) oy b(),)(4) (igmo.)’ eptem ) to e (3)
mumtax. (d), cr. (2) (b), (3)(c), (4) (c) and (d), mnd recr(4) (2) and (b), Registetune, 1990,
(c) Minimum tax paid to a state which does not classify tHgo. 414, ef. 7-1-90; am. (3) (intro.), (a), (4) (b) 2., 3., (c) and (d), Registeril,
minimumtax as an income tax. 1993, No. 448, éf5-1-93.

(d) Income tax paid to a counity, village, town orforeign Tax 2.956 Historic structure and rehabilitation of
country. nondepreciable historic property credits. (1) PURPOSE.
(4) HowTocLam A crepIT. The amount of income tax creditThis section clarifies the phrasfirst applies . . . for pojects
claimedshall be entered on the line provided for net income t@&egunafter December 31, 19884s used in the initial applicabil
paidto other states on idtonsin income tax return forinor form ity of s. 71.07 (9m) and (9r), Stats., as created by 1987Akts
INPR. The credit may not exceed thesdbnsin net taxTo sup  395and 399, respectivelyThe initial applicability is provided in
port the credit claimedthe following information shall be section71 of Act 395 and in section 3203 (47) (mp) of Act 399.
attachedo form 1 or form 1NPR: (2) DEFINITION OF “BEGUN". In the initial applicability of s.
(a) For a Wsconsin resident individual, estate,trust, attach 71.07(9m) and (9r), Stats., the date a project is “begun” ntbans
copiesof the other stats’income taxeturn and the wage state date on which the physical work of rehabilitation commences.
ments,if any, to the Wsconsin income tax return. The physical work of rehabilitation commences when actual con
(b) For a Wsconsin resident shareholder in a tax—op{i®n Struction, or destruction in preparation for construction, eom
corporation the federal subchapter S status of which is recognizewnces. The term“physical work of rehabilitation,” however
by the other state: _doesnotin_clud_e pre_liminary aqtivities such as planning,_design
1. If a Wisconsin resident shareholder files iaividual N9, securing financing, exploring, researching, developing plans
incometax return with that statettach a copy of the other state’ andspecifications, or stabilizing a building prevent deteriora

incometax return to the consin income tax return. tion, such as placing boards over broken windows.
2. If the corporation fil bined it t ... Note: Section &x 2.956 interprets ss. 71.07 (9m) and (9r), 71.2a&r{é)(7) and
. poration files a combined or composite return with 47(s) and (6), Stats.

that state on behatf its shareholders who are nonresidents of thatHistory: Emeg. cr 12-28-88; crRegister June, 1989, No. 402,fe7—-26-89;
stateand pays the tax on their proportionate share of the inco%ggﬁ'on%'zn (1) and (2) made under s. 13.93 @)y, Stats., Register October
earnedthere,attach to the \fgconsin income tax return either a 0. 562

copy of the Wsconsin schedule 5K-1 on which is sho®® 155 5 95 Extensions of time to file corporation fran -
shareholder’share of tax paid to that state, or a letter as providgfise or income tax returns. (1) DUE DATES. (a) General.
in par (d). Exceptas provided in patb), corporation franchise or incortax

3. If the corporation files a corporate income or franchise ta&turns forms 4, 41, 5 and 5S are due on or before the 15th day of
return with that state and pays tax on or measureghbgme  the 3rd month followingthe close of a corporatiantaxable year
earnedhere that is attributable to its shareholders who are ronrgfdform 4T is due on or before th&th day of the 5th month fol
idents of that state, attach to theisbonsin income taxeturn |owing the close ofhe corporatiors taxable year unless an exten
eithera copy of théMisconsin schedule 5K-1 on which is shownrsion of time for filing has been granted.

the shareholdes share of tax paid to that state, or alettgmes () Short—period eturns. Corporation franchise or income tax

videdin par (d). _ _ _ _ returnsfor periods of less than Ifonths are due on or before the
(c) For a Wsconsin resident shareholderdrtax-option (S) federaldue date.

corporationthe federal subchapter S status of which isecg (2) ExTensions. (a) The automatic extension to 30 days after

nized by the other state, if the corporation pays an income er frjfl federal due datelf anautomatic six-month extension of time

chise tax on or measured by the income earned there, attach i fi,een allowedor filing the corresponding federal income tax

Wisconsinincome taxreturn either a copy of the i8¢onsin o4, under the internal revenue coda automatic extension

schedule5K-1 on which is shown the shareholdeshare of tax ntj| 30 daysafter the federal extended due date shall be allowed

paid to that state, or a letter as provided in @r for filing the Wisconsin return.A copy of federal extension form
(d) If the tax—option (S) corporation is not subject ts&@n- 7004 shall be attached to ai¥¥¢onsin franchis@r income tax

sin’s income or franchise tax, ai¥¢onsin resident shareholderreturnfiled under the federal automatic 6-month extenpimvi-
shallattach to the \8consin incomeax return a letter provided sjonfor the Wsconsin return to be considered timely filed.

by the corporation in lieu of ¥tonsin schedule 5K-1 as required Note: The additional 30-day extension allowed to corporatiznéng a federal

in pars. (b) 2. and 3. and (c). The letter stmmllude a schedule extension first applies for taxable years beginning on January 1, 1993, as a result of
showing the shareholdés proportionateshare of the items of heenactment of 1993 & Act 199.

incometaxableby that state, the adjusted gross income, and the(P) The 30—day3-month or 6-month extensiorofn depart
nettax paid. ment. As an alternative to the extension in.gaj, a corporation

may obtain an extension from the department for a period not to
V\cheedBO days, or not to exceed 3 months in the oaseforeign

corporationthat does not have arfioé or place of business in the

United States, or not to exceed 6 months in the case of a ceopera
£ o: AW i resident receives i £ $4.000 in 1992 ttive filing a return or a domestic international sales corporation,
broperbiocatott nows The peraon fies & 1963 ceclaration of csrmseis200. T the extension is requested prior to the original due date of the
with lowa, with $150 of estimated tax payments being made in 1992 and the fouf@turn. A request for a 30—dag—month or 6—-month extension,

(5) YEAR IN WHICH TO CLAIM INCOME TAX CREDIT. The credit
for income tax paid to another state shall be claimed on tke
consinreturn for the year in which the out—of-state incommis
sideredtaxable Visconsin income.
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form IC-830, from thedepartment shall be filed by the taxpayer 1. Wages, salaries, tips and other employee compensation.
prior to the original due date of the tax return. Requests for-exten 2 The amount of the perssnhet earnings from self-

sionsshall be mailedo the address specified by the departmeginploymentfor the taxable year within the meaning of section
on form IC-830 or delivered to the department. 1402 (a) of the internal revenue code, but net earnings shall be
Note: The 3-month extension allowed to foreign corporattbasdo not have an  qaterminedwith regard to the deduction allowed to the person
office or place of business in the United States first applies for taxable years be%m . .
ning on January 1, 1992, as a result of the enactment of 1B9ARY 39. ndersection 164 (f) of the internal revenue code.
(c) Estimated tax paymentA taxpayer who desires to mini (b) “Qualifying child” means, with respect tmy person for
mize interest chagesduring the extension period may pay thenytaxable yearan individual:
estimatedtax liability on orbefore the original due date of the 1. Who meets the relationship test described in sub. (5) (a).
franchiseor income tax return. This shall be done by attaching 5 \who except as provided in sub. (5) (a) 3., hastme
remittanceto acorporation estimated tax vouchierm 4-ES, and iy cinalplace of abode as the person for more than one—half of
mailing them to the address specified by the departmethi®n o 1oy anje year
form 4-ES. The estimated tax liability includes the temporary 3 Wh h . f sub. (5) (b
recyclingsurchage imposed under s. 77.93, Stats. . Who meets the age requirements of sub. (5) (b).

Note: The inclusion of the temporary recyclisgrchage in the estimated tax 4. Whom the person properly identifies under the reguire
liability first applies for taxable years beginning on January 1, Hodresult of the mentsof sub. (5) (c).

enactmenbf 1993 Ws. Act 16. .
(3) PERSONSELIGIBLE FORTHE CREDIT. (&) Except as provided

(d) Federal termination orefusal to grant extensionf the . Ly .
: : ; n pars. (b), (¢) and (d), a person who has a qualifying child for the
internalrevenue serviceerminates or refuses to grant an exte axableyear may claim the earned income credit,

sion, the corresponding &tonsin franchise or income tax retur

shall be filed on or before 30 days after the date of termination (b) A personmay not claim the earned income credit for the
fixed by the internal revenue service. taxableyear if the person is the qualifying child of anotperson

(3) INTEREST CHARGES AND LATE FILING FEES. (a) Regular for that taxable year _ ) )
interest. Except as provided in pab), additional tax due with the o e T e e income el for
completereturn and the temporary recycling surgfeaimposed e mxable year q
unders: 77'93_' Stats., which are not pald bydhglnal_due da_'te Your daughter is your qualifying child. Both you and ydaughter are qualifying
aresubject to interest at 12% per year dutimg extension period childrenof your mother
and1%,% per month from the end of the extension period until theYou. cannot take thearned income credit because you are your nistheslify:
dateof payment. ing child.

Note: The 12% per year interest oparduring the extension period for temporary  (c) If 2 or more persons would be treated as eligible for the

recyclingsurchage not paid by the original due date first applies for taxable ye i i H
beginningon January 1, 1993, as a result of the enactment of 1893\ 16. a&?ec!ltvylth.respect to the same qualifying child for taxz_able years

(b) Delinquent inteest. If 90% of the tax shown on the return beginningin the same calendar yeamly theperson with the

4 y ‘highestfederal adjusted gross income for the taxable year may

form 4, 41, 5 or 5S, is not paid by the 1%thay of the 3rd month ; : P pe
or, for form 4T, by the 15th day of the 5th month beginning aﬂecﬁ:&n the earned income credit with respect to the qualifying

theend of the taxable yedhe diference between that amount an

; i i i i i Example: You and your 5-year-old son movedaith your mother in April. 6u
the estimated taxes paid along with angerest due is subject to are not a qualifying child of your motheYour son meets the conditions to be a guali

interestat ]-1(2% per month until paid regardless of any e?(tenSiQKkng child for both you and your motheYour federakdjusted gross income for the
grantedfor filing thereturn. The tax shown on the return includegxableyear was $7,000 and your mofisewas $14,000Since your mothés federal
thetemporary recycling surchgae imposed undes. 77.93. Stats adjustedgross income was highemly your mother may claim the earned income

creditwith respect to your son.
Note: 1) The imposition of delinquent interest during the extension period applie P y

for 1987 and prior taxable years and weisstated by 1989 18/ Act 31, efective (d) A pgrsorwho Clajms the foreign earned income exclusion
for taxable years beginning on or after January 1, 1990. undersection 91 of the internal revenue code for the taxaialar
2) The requirement to include temporary recycling sugdaayments in the tax may not claim the earned income credit.

showrion the return first applidor taxable years beginning on January 1, 1994, 8S 4 EApNED INCOME COMPUTATION. (a) The earned income of

(c) Late filing fee. A corporation return filed after the exten &Person shall beomputed without regard to any marital property
sion period is subject to a $30 late filing fee. laws.

Note: 1) Refer to s. 71.83 (3), Stats. 2) For franchise or income tax returns with () No amount received as a pension or annuity may be taken

anoriginal or extended due date before July 20, 1985, the late filing fee was $10j o account in computing earned income.
Thelate filing fee was increased to $20 for returns 60 or more days late by 1985 W . . .
Act 29, efective for franchise or income tax returns with an original or extended due (C) NO amount to which section 871 (a) of the internal revenue

dateon or after July 20, 1985. 4) The late filing fee was increased to $30 by 19291 Wodeapplies, relating tincome of nonresident alien individuals
Act 269, efective for assessments, determinations or other actions taken on or aﬁe{t connected with United States business rhaytaken into

May 1, 1992. 3 . .
(4) CoNSOLIDATEDRETURNS. Because \gconsin does not per accountin computing earned income.

mit the filing of consolidatedeturns, a copy of the automaticfed ~ (5) “QUALIFYING CHILD" REQUIREMENTS. (@) Relationshiptest.
eral extensionl form 700$ha" be attached to theiWonsin fraH 1 An |nd|V|dUa| be(_;\rs a relat|0n5h|p to the person |f the Il‘ldIVIdua|
chiseor income tax return of each member of ditiatied group  is any of the following:

filing a Wisconsin tax return. a. A son or daughter of the person, or a descendant of.either
Note: Section ax 2.96 interprets ss. 71.24 (7) and 71.44 (3), Stats.
History: Cr. RegisterFebruary1978, No. 266, &3-1-78; am. (1), (2) (a) and b. A step§on or Stepda,Uther of the person.
Ecg, Esg gag ang ((8 é4)) ang ((5)),(R)ezg;sﬁeptem(b‘)ar(ldsiss,bNo(. ?%3) éflO—l—%3; am. c. An eligible foster child of the person.
1), (2) (a) an , (4) and (5),(R) (c), renum. (2 to be (2) (c), Registegbrual P :
1990, No. 410, f 3—-1-90; r and recr Register December1995, lglo. 480, d?fl ) 2. Subdivision 1. does not apply to any individual who |s-ma_1r
1-1-96. ried as of the end of the perssrnaxable year unless the person is

entitledto a deduction under sectidbl of the internal revenue
Tax 2.97 Earned income credit eligibility . (1) Gen- codefor that taxable year with respect to the individual or would
ERAL. Under s. 71.07 (9e) (ad), (ah), (ap) and (at), Stats., certhiso entitled but for paragraph (2) or (4) of section 152 (e) of the
personsmay claim an earned income credit based opdingons  internalrevenue code.

earnedncome or federal adjusted gross income. 3. For purposes of subd. 1. c., an eligiolster child is an indi
(2) DerINITIONS. In this section: vidual not described in subd. 1. a. or b. who:
(a) “Earned income” means: a. The person cares for as the pesomn child.
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b. Has the sam@rincipal place of abode as the person for thgeductionusing the provisions in sufi) (b) and the individual treatment in sub. (2)

) : (b).
person sen'Flre taxgble year . i Note: As anexample of Note 2) on March 23, 1976, the president of the United
4. A child who is legally adopted or who is placed with a pebtatesdeclared tha22 Wsconsin counties warranted assistance by the federal gov
sonby an authorized placement agency for adoption by the pergnentinder the Disaster Relief Act of 1974. This resulted from the damage during
shallbe treated as a child by blood. ;[rl:g ggvggﬁr:tailgnsénd ice storm which occurred March 1 throud®78in the follow

(b) Age equirements.An individual meets the requirements ., met

. A > 4 I Rock
of this paragraph if the individual meets any of the following con ~y,mpia Joeﬁ:rson S(;Cuk
ditions: . Crawford LaFayette Sheboygan

1. Has not attained the age of 19 as of the end of the calendggne Manitowoc vernon
yearin which the taxable year of the person begins. Dodge Milwaukee Walworth

2. Is astudent as defined in section 151 (c) (4) of the internakond du Lac Ozaukee Washington
revenuecode who has not attained the age 0824f the end of  Grant Richland Waukesha
the calendar year Green

3. Ispermanently and totally disabled as defined in section 22an individual who sustained a casualty loss from this disaster in any of these 22
(e) (3) of the internal revenue code at any time during the taxabfentiesregardless of where that individual resided, could have efectistiuct the
ear losson the individuaB 1975 Visconsin income tax return. The election had to have
y ' beenmade on or before April 15, 1977 for calendar year taxpayers, assuming the due

(c) Identification equirements.The requirements of this para datefor filing the 1975 Wisconsin return was not extended beyéudil 15, 1977.

: : -+ lIf the election was not made, the loss was deductible on the tabgpb9@6 return.
graphare met if, as part of the tax return on which the credit fSINote: Tax 2.98 explains some federal provisions relating to disaster area losses

claimed: andhow the Visconsin law for individuals conforms to the federal,laawever it
i i s not explain all the details regarding casualty losses. Internal Revenue Service
h'I(::iL The person prowdes the name and age of each qua“fy lication549, entitled “Condemnations and Business Casualties and Thefts,” may
chila. be helpful in understanding sucletails as how to deduct a casualty loss, what to do

2. In the case of a qualifying child who haisained the age if the loss exceeds income, how to adjust the basis of property damaged or replaced,

of one year before the end of the persmakable yeathe person gﬁ;ngjsgeg%réltgﬁqgmount received from insurance or other sources, and related casu

providesthe taxpayerdentification number of the qualifying  Note: Section Tix 2.98 interprets ss. 71.01 (6) and 71.22 (4), Stats.
child. History: Cr. RegisterApril, 1978, No. 268, &f5-1-78; r(2), renum. (3) to be

- - - 2)and am. (2) (a) 1. and (b). Regis®eptember1983, No, 333, &f10-1-83; am.
(d) Abode must be in the United Stat@he requirements of 513 ?:) f‘(g‘) ((b))’ (ri)nunf_”(z)((gm_ vy tg’fe“}2§(a) o (%) and am., RegE&h?um

sub.(2) (b) 2. and paira) 3. b.shall be met only if the principal ary, 1990, No. 410, &f3-1-90.
placeof abode is in the United States.

Note: The provisions of this section ardegfive for taxable years beginning on in i i i
or after January 1, 1994, as a result of the enactment of 1893A& 16, which Tax 2.99 Dalry investment credit. (1) PURPOSE. This

createds. 71.07 (9efad), (ah), (ap) and (at), Stats. Prior to the enactment of 19§§Cti_0nC|ariﬁes certain terms as they apply to the dairy investment
Wis. Act 16, the Wsconsin earned income credit was based on a percentage of greditunder ss. 71.07 (3n), 71.28 (3n), and 71.47 (3n), Stats.

federalbasic earned income credit. . . .
Note: Section &x 2.97 interprets s. 71.07 (9e) (ad), (ah), (ap) and (at), Stats. (2) DeFINTIONS. In thlss.ectlon and in ss. 71.07 (3n), 71.28
History: Cr. RegisterJanuary1995, No. 469, &2—1-95. (3n),and 71.47 (3n), Stats.:

(a) “Amount the claimant paid in the taxable year” means the
Tax 2.98 Disaster area losses. (1) (a) Hurricanes, purchaseprice of facilities or equipmemntcquiredand first placed
fires, storms, floods, and other similar casualties may cause pigrservice in this state during taxable years that begin after Decem
sonsto sufer losses from damage to property used in a toade ber 31, 2003, and before January 1, 2010.
businessor for income—-producing purposes for which insurance (b) “Dairy farm modernization or expansion” has the meaning
coveragds nominal or nonexistent. Losses sustained from-casisgiven in ss. 71.07 (3n), 71.28 (3apd 71.47 (3n), Stats. “Dairy
altiesof this kind may beleductible on a federal and a86nsin  farm modernization or expansion” refers only to those facilities or
incometax return. equipmentin this state used exclusively on the claimartairy
(b) If a taxpayer sustainscasualty loss from a disaster in arfarm related to the dairy animals located on the clairsatdiry
area subsequently determined by the president of the Unitémm. “Dairy farm modernization or expansion” does not include
Statego warrant federal assistance, section 165 (h) of the intertizd purchase of:
revenuecode givesaxpayers the election to deduct the loss onthe 1 Equipment used for raising crops for sale.
Lﬁ;uggé?r:égi?er;?m tax year or on the return for the immediately 2. Vehicles licensed for highway use, snowmobiles, and all-
terrainvehicles.

(2) (@) The Wsconsin income tax treatment is determined (c) “First placed in service” has the meaniggiven under

underthe federal internal revenue code ifeef under s. 71.22 (4), . .
Stats. for corporations and s. 71.01 (6), Stats., for individuals.i-[]rg?jse'ﬁé%iasﬁgﬂon 1.167 (a)x1e) (1) (i) for purposes of comput

) (b) Ifa corporation oran inc.iiv.idual desires to make the-elec yote: Treas. Reg. s. 1.167 (a)-(e) (1) (i) provides, in part, that property is first
tion after having filed a \'gconsin income tax return for the pre placedin service when first placed in‘a condition or state of readiness and availability
cedingtaxable yearthe casualtjoss may be claimed by filing an for a specifically assigned function.

amendedMisconsin return for that yeafo simplify the filing of (d) “Milk production” means the activitpf producing and
anamended return, W&tonsinform 4X may be used by corpera handlingmilk on the claimang dairy farm in this state féruman
tionsand Wsconsin form 1X may be used by individuals. consumption, but does not include activities sastnansporting,

Note: For taxable years prior to 1987, théséénsin corporation tax law was eon pasteurizingpr homogenizing milk or making buttesheese, ice
tainedin ch. 71, Stats., and was not referenced to the federal law in regard to disa_—?fgamor other dairy products
losses. Thereforethe election provisions in the internal revenue code were not aval . ’ i . .
ableto corporations for consin franchise and income tax purposes for those years. (€) “Used exclusively related to dairy animals” means used in
Theamendment allowing disaster losses for corporations was enacted BWit987 thjs state on the claimaﬂtdairy farm to the exclusion of all other

Act2r. usesexcept for other uses not exceeding 5% of total use.

Note: Section71.02 (2) (d), 1983 Stats., which definesis¢snsin taxable ; .
income,”was renumbered 71.02 (2) (me), 1985 Stats., and ameydE2B5 Ws. Note: Section &ix 2.99 interprets ss. 71.07 (3n), 71.28 (3n), and 71.47 (3n), Stats.
Act 29, efective with 1986 individual income tax returns filed in taxable J&&7. Note: Sections 71.07 (3n), 71.28 (3n), and 71.47 (3n), Stats., were created by 2003

This amendment is reflected in ®X12.98. Section 71.02 (2) (me), 1985 Stats., wa¥Vis. Act 135, efective for taxable years that begin after Decen#igr2003, and
againrenumbered, s. 71.01 (16), Stats., by 1983. Wct 312. For 1985 and prior beforeJanuary 1, 2010.

yearincome tax returns filed in 1986 and prior taxable years, disaster area losses frolfistory: Emerg. cr. eff. 9-17-04; CR 04-15: cr. Register March 2005 No.
damageto property used for personal purposes were also allowed, as an itemizéd, eff. 4-1-05.
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